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PETE KETCHAM 


The successes and accom- 
plishments achieved by our 
employees this year and 
reported to you in this Annual 
Report are tempered by the 
great loss we all feel at the 
passing of our Chairman of 
the Board and one of West 
Fraser's three founding 
brothers — Henry H. (Pete) 
Ketcham, Jr. — on July 4, 1996. 
Pete’s competitiveness, 
ambition and optimism have 
been a driving force in our 
Company since he co-founded 


West Fraser with his brothers 


1922-1996 


— Bill and Sam — in 1955. 

His respect for and belief in 
the abilities of his fellow 
employees allowed all of us 
in the Company to believe 
we were an important part of 
West Fraser's success. For 

the trust he placed in us, for 
the vision, integrity, ambition 
and humility he instilled in us, 
and, most importantly, for 
the friendship and loyalty 

he extended to all of us who 
work at West Fraser, we are 


proud to dedicate this year’s 


Annual Report to his memory. LS 


IN MEMORY 


With wife, Nan. 


Three founding brothers - 
Sam, Bill and Pete, 1955. 


West Fraser's 
one millionth 
tree planted, 1975. 


With Bill Ketcham 
and Janet Ketcham. 


Revy store grand opening. 
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MAP OF OPERATIONS 


oO LUMBER 


Sawmills: Quesnel, Williams Lake, Smithers, Chetwynd, Fraser Lake, Terrace, 


Prince Rupert, Blue Ridge, Houston, Burns Lake 


PULP & PAPER 


Eurocan Pulp & Paper, Slave Lake Pulp, Quesnel 


River Pulp Company, Alberta Newsprint Company 


@ MEDIUM DENSITY 
RETAIL HOME IMPROVEMENT FIBREBOARD 


@ Revelstoke Home Centre Stores Ranger Board, WestPine MDF 


@ Revy Home & Garden Stores 
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FINANCIAL AND OPERATING HIGHLIGHTS 


1996 1995 

SALES AND EARNINGS 6 millions) 
Net sales 1,641.8 1,491.8 
Operating income 199.2 203.9 
Net earnings 92.3 95.8 
Cash flow from operating activities 254.7 185.2 
COMMON SHARE DATA (in dollars except shares outstanding) 
Common shares outstanding (thousands) 

Weighted average 28,439 26,854 

Year-end position 28,971 27,721 
Cash flow from operating activities per share 8.96 6.90 
Fully diluted earnings per share 3.11 3.51 
Cash dividends per share 0.455 0.40 
Book value per share 27.29 24.30 
Price range of common shares 

High 44.00 36.36 

Low 28.50 28.50 

Close 44.00 31.00 
FINANCIAL POSITION (¢ millions) 
Working capital 321.4 226.3 
Total assets 2,002.1 1,924.8 
Long-term debt 650.3 578.9 
Non-recourse debt 120.4 149.5 
Shareholders’ equity 840.4 25:6 
ANALYTICAL DATA 
Current ratio 2.41 1.67 
Capital asset additions ($ millions) 219.8 554.1 
Ratio of total debt to capitalization 0.48 0.54 
Return on average common shareholders’ equity 12.3% 15.8% 
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FINANCIAL AND OPERATING HIGHLIGHTS 


1996 1995 
WOOD PRODUCTS 
Lumber Production (MMfbm) 1,562 1,380 
Shipments (MMfbm) 1,557 1,368 
MDF Production (Msf) 102,168 14,247 
Shipments (Msf) 100,355 11,420 
Sales ($ millions) 830.7 642.8 
Operating earnings (¢ millions) 173.9 70.7 
PULP & PAPER : 
Linerboard Production (tonnes) 329,855 311,956 
Shipments (tonnes) 337,648 291,772 
Kraft paper Production (tonnes) 79,549 95,972 
Shipments (tonnes) 69,530 100,659 
BCTMP Production (tonnes) 250,155 187,446 
Shipments (tonnes) 254,955 169,851 
Newsprint Production (tonnes) 118,593 120,252 
Shipments (tonnes) 117,493 119,396 
Sales (¢ millions) 438.5 548.4 
Operating earnings (¢ millions) 16.0 129.2 
RETAIL HOME IMPROVEMENT 
Sales (¢ millions) 372.6 300.6 
Operating earnings (¢ millions) 11.1 SES 
Number of stores 
Revelstoke Home Centres 26 27 
Revy Home & Garden Centres . 7 5 
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REPORT TO SHAREHOLDERS - 1996 


For many of us at West Fraser, the challenges and 
opportunities we faced during the year paled in relation to the 
great loss we felt at the death of our Chairman, co-founder and 
friend, Pete Ketcham, in July 1996. His determination, compet- 
itiveness and optimism were characteristics that helped drive 
the Company forward over the past 41 years. Pete will be 
missed by his many friends and fellow employees in the Company 
but he leaves behind a team of people just as determined to 
prudently build the Company into a larger and stronger organization. 

Our achievements during the year were marked by 
the second strongest earnings performance in our Company’s 
history, even in the face of depressed prices in our pulp 
and paper business. Cash flow was the strongest on record, 
allowing us to complete a $220 million capital expenditure 
program while reducing our debt level. Combined with a 
$40.6 million issue of common shares in June, this enabled 
us to reduce our ratio of total debt to total capital from 54% to 
48%. That is in line with our goal to achieve a more conservative 
balance sheet following our $400 million acquisition of Alberta- 
based Ranger Forest Products in 1995. 

Earnings for the year were $92.3 million or $3.11 per 
share on a fully diluted basis, which compares to 1995 earnings 
of $95.8 million or $3.51 per share. 

In December, the Board of Directors approved an 
increase in the quarterly cash dividend from $0.11 per share to 
$0.125 per share. The Company has increased the cash dividend 
paid to shareholders — either through an increase in the amount 
paid per share or through the issuance of stock dividends — 
eight times since the Company first issued shares to the public 
11 years ago. 

During the year, the Company faced serious market- 


related challenges in all of our operating divisions. Our employees 
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responded to these challenges by diligently controlling our 
costs. In fact, we reduced controllable costs in most of 

our operations. This is in part due to the strong culture of cost. 
control that prevails in West Fraser. It is also the result of 

our ongoing capital expenditure programs in which we have 
emphasized continual upgrading and expansion of all our 
manufacturing divisions. Capital expenditures during the year 
totalled $220 million, of which $98 million was spent in the 
completion of construction and start-up of our new MDF facility 
in Quesnel, while the remainder was spent on a variety of envi- 
ronmental and high pay-back projects throughout the Company. 

The success of our Company starts in the forest. 

Our solid wood and pulp and paper operations consume over 
six million cubic metres of wood annually. It is imperative 
that we carry on our harvesting in a manner consistent with 
the expectations of our employees and the community. 

During the year, our foresters integrated the require- 
ments of the new Forest Practices Code of British Columbia 
into our forest management regime in that province. This has 
required extensive training of our woodlands employees and 
many of our contractors. 

The Forest Practices Code is aimed at ensuring that 
forestry operations are carried out in a manner that protects 
the environmental values in the forest while at the same time 
ensuring a strong commercial forest base for the industry. 
While we believe the Code needs to be streamlined to 
eliminate inefficiencies, we are firmly committed to the 
principles on which it is built. West Fraser has a record of 
strong and progressive forest management and we will 
continue to strive to be a leader in this area. 

Our Quesnel forestry division was rewarded for its 
commitment to enhanced forestry practices when the Chief 
Forester of the province announced a 33,000 m3 or 7% increase 


in the annual allowable cut on our TFL 52. 
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The same commitment to sustainable forestry is 
exhibited by our foresters in Alberta. We believe our forest 
tenures in that province provide growth opportunities through 
enhanced timber utilization and productivity. 

Throughout our operations, we are focused on 
extracting the greatest value from each tree we harvest. This 
involves continually improving the yield from the wood we 
process in our mills and finding new and better ways of turning 
our wood waste and lower value products into commercial 
products of increased value. We are well along in this strategy, 
which benefits not only the Company, through increased 
revenue from the forest, but also our communities and 
employees through a cleaner environment and increased 
employment opportunities. 

Our wood products business performed well during 
the year. Continued economic expansion in the United States 
combined with low mortgage rates resulted in strong housing 
starts and created a healthy demand for our lumber. Uncertainty 
surrounding the allocation of lumber quotas to individual 
companies as a result of the lumber trade dispute with the 
U.S. also contributed to higher prices in the year. 

In 1996 we produced a record 1.6 billion board feet 
of lumber, making West Fraser one of North America’s largest 
lumber producers. Our results in 1996 reflect the successful 
integration of the Blue Ridge sawmill and the inclusion of the 
first full year of its operations. 

While markets for most of our lumber products 
were robust during the year, log costs escalated as a result of 
higher stumpage costs and rising logging and forestry costs 
due primarily to what we believe to be over-regulation of our 
forestry activities. Our foresters and mill personnel did an 
outstanding job of meeting the challenge of higher costs 


through focused cost control measures. 


However, our Terrace sawmill has suffered significant 
operating losses from a combination of poor log quality, high 
log costs and a declining market for green hemlock lumber. 
This resulted in the temporary closure of the sawmill 
in December. Mill management has worked closely with the 
government to find a long-term solution to the inherent log 
cost problem in that area. Our overriding concern is to put this 
facility on a sound financial footing so that we can ensure our 
employees’ long-term security. 

In our continuing endeavour to extract more value 
from the logs we process, we doubled the size of our MDF 
division in July with the successful start-up of WestPine MDF — 
our second MDF facility. This $150 million project came in on 
time and on budget, thanks in large part to the hard work and 
diligent efforts of our project team and start-up crew. The plant 
will consume all of the excess sawmill residues produced by 
our Quesnel sawmill and, we believe, will be one of the lowest 
cost and highest quality producers in the industry. With 210 
MMsf of capacity at our WestPine and Ranger Board plants, 
West Fraser is one of North America’s largest producers of MDF. 

New MDF capacity continues to come on the market, 
causing a difficult pricing environment. We believe, however, 
that the market will grow to absorb this new production and 
our inherent advantages of high quality fibre and modern and 
efficient production facilities will ensure that our MDF division 
will be a profitable and growing business. 

The financial performance of our pulp and packaging 
business was disappointing due to a steep decline in product 
prices which began in the second half of 1995 and continued 
through 1996, although this was partially offset by reduced 
wood chip prices. The difficult markets for BCTMP and kraft 
paper made it necessary for our pulp mills and the Eurocan 


mill to reduce production. Our linerboard machine at Kitimat, 
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however, was able to continue running at capacity, thanks to 
the strong customer base developed by our marketing group 
in the Far East and Europe. 

Our Eurocan linerboard and kraft paper operation 
achieved record overall production despite a two week market- 
related shutdown on our kraft paper machine. Costs were 
reduced and we continue to improve our safety performance. 
The new $10 million fibre screening line was successfully 
commissioned in March and construction started on a third 
washing line. This $35 million project will be completed in the 
second quarter of 1997. Both of these projects are aimed at 
improving pulp quality and reducing wood and chemical costs, 
and we expect to achieve improved effluent quality as a result 
of the new washing line. 

Despite the poor market conditions that prevailed 
during the year, our employees at Quesnel River Pulp and 
Slave Lake Pulp did an admirable job of controlling costs in 
a reduced operating mode. As well, we completed the major 
de-bottlenecking project at Slave Lake, thereby increasing 
capacity at the mill by 20,000 metric tonnes. Quesnel River 
Pulp completed a number of quality improvement and cost 
reduction projects. We are particularly pleased that QRP has 
operated for over 14 months without a time loss accident. 

Our joint venture Alberta Newsprint mill ran well 
during the year. The low cost structure of this mill, combined 
with the high quality of the newsprint it produces, allowed 
the mill to operate at capacity even in the face of rapidly falling 
prices. The successful installation and commissioning of a 
new $6 million headbox confirms our commitment to stay at 
the forefront of technology and to ensure that ANC remains 


one of the lowest cost and highest quality newsprint producers 


in North America. 
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Our retail home improvement business continued to 
expand with the opening of two new Revy Home & Garden 
warehouse stores in Vancouver and Surrey, and the Company 
began construction of a Revy Home & Garden store in 
Winnipeg. This store will open in March 1997. The Company 
has locations for several more sites in western Canada and 
will grow further in 1997. 

Management of this division continues to focus on 


cost control and margin improvement and made good strides 


in both of these areas as the year progressed. 


In January 1997 the Company agreed to purchase 
the assets of Lumberland Building Materials, which include 
17 stores in the lower mainland of British Columbia. This 
acquisition will greatly expand our market share in the Vancouver 
area as well as provide significant marketing, advertising 
and administrative synergies, which will reduce costs for all 
the stores. With the expectation of a strong economy in western 
Canada and continuing low interest rates in 1997, Revelstoke 


is poised for a good performance this year. 
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The Company is committed to an environmental 
management system throughout our organization based 
on continuous improvement. The Environmental Committee 
of the Board met three times during the year and made site 
visits to our Alberta operations. 

Personnel in all divisions worked hard to reduce the 
effects of our effluent and air emissions on the receiving 
environment. Measurable improvement was achieved at all 
divisions and we will devote our efforts and capital to 
continuous improvement in this area. : 


Due to the nature of our business, we will continue 


- to impact on the environment in the areas in which we operate 


and will likely make some mistakes. The firm and unwavering 
direction of our Company, however, is to learn from our errors, 
anticipate future issues and constantly push for improved 
environmental performance. 

In July, Tammy Currie, an employee at our Ranger 
Board MDF plant in Whitecourt, Alberta, was fatally injured in 
an accident at the plant. Extensive internal and external 
accident investigations revealed that all involved had taken all 
reasonable measures to ensure Tammy's safety. The Company 
and community emergency personnel reacted promptly 
and professionally under difficult circumstances. All of us in 
the Company are profoundly saddened by the loss of this 
young woman. 

We have included in this Annual Report some 
| examples of the spirit our people bring to the betterment of 
their communities. This same spirit of hard work, teamwork 
and commitment is what makes West Fraser successful. 
On behalf of the Board of Directors, | want to thank each 
of our 5,500 employees for the efforts they put forward 


on behalf of the Company in 1996. 


During the year we received great support from our 
many customers. Our efforts are always focused on meeting their 
expectations. We will continue to improve our products, service 
and cost structure so that we will be the preferred supplier. We 
thank our many customers for their support. 

In April 1997 Bill Steele, Vice President of Pulp 
operations, will retire from the Company. Bill joined West Fraser 
in 1986 and has been instrumental in moving the Company 
forward in the pulp and paper business. We are indebted to Bill 
for his dedicated service and friendship and wish him well in 
his retirement. 

Finally, on a personal note, | am forever indebted to 
my father for the advice, support and wonderful friendship he 
gave me not only in business but in life. 

| know | speak for the entire team at West Fraser in 
saying we will pursue with renewed vigour the vision he and 


his brothers set for this Company. 


On behalf of the Board of Directors 


Mo Lhb... 


Chairman of the Board, 


President and Chief Executive Officer 
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Sedge Barnes (Quesnel) 
President of the 

Quesnel! Heart and 
Stroke Foundation. 


Glenna Armitage 
(Campbell River) 
Homestay Japanese 
exchange students; volunteer 
school art teacher. 


Bert Larocque 

(Slave Lake) 

Junior Forest Warden 
leader. 
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ANNUAL INFORMATION FORM 


Information in this Annual Information Form is as of January 28, 1997 unless otherwise 


indicated. Terms used herein that are defined in the Glossary of Industry Terms appearing on 


page 49 of this Annual Report have the meanings ascribed to them therein. 


THE COMPANY 

West Fraser Timber Co. Ltd. is an integrated forest 
products company producing dimension lumber, specialty 
wood products, wood chips, fibreboard, pulp, linerboard, kraft 
paper and newsprint. The Company carries on its operations 
through subsidiary companies and joint ventures (collectively, 
“West Fraser”). Most of the forest products manufactured by 
West Fraser are sold worldwide as commodities. Through its 

_indirect wholly-owned subsidiary, Revelstoke Home Centres 
Ltd. (“Revelstoke”), the Company also owns and operates 
a chain of 33 retail home improvement stores in British 
Columbia, Alberta, Saskatchewan and Manitoba, including 
seven full-service warehouse home improvement stores 
operated under the name “Revy Home & Garden” (“Revy”). 

The Company, which was formed in 1966 by the 
amalgamation of a group of companies under the Company 
Act (British Columbia), has its executive office at 1000 - 

1100 Melville Street, Vancouver, British Columbia, V6E 4A6. 

All of the Company's subsidiaries and joint venture 
operations are owned through the Company's principal 
operating subsidiary, West Fraser Mills Ltd. (“Mills”). 

West Fraser also owns minority interests in Canadian 
Woodworks Ltd., Forwest Wood Specialties Ltd., and Burns Lake 
Specialty Wood Ltd., all British Columbia lumber remanufacturers, 
and a minority interest in Nascor Incorporated, a wooden I- 
beam, truss and prefabricated housing manufacturer. 

West Fraser holds extensive timber-cutting rights in 
British Columbia and Alberta from which harvesting operations 
provide raw material for its manufacturing operations. 

West Fraser controls 5.7 million cubic metres of AAC, which 
represents approximately 80% of its sawlog requirements. All 


of the fibre requirements of West Fraser's pulp and paper mills 


can be satisfied, directly or indirectly, from its own operations. 
West Fraser's share of the current annual capacities of its 
wholly-owned and joint venture manufacturing facilities is 
approximately 1,600 MMfbm of lumber, 210 MMsf of MDF, 
450,000 tonnes of linerboard and kraft paper, 300,000 tonnes 
of BCTMP and 120,000 tonnes of newsprint. 

Mills and West Fraser Building Supplies Ltd. are 
corporations organized under the laws of British Columbia. 
Revelstoke and Blue Ridge Lumber (1981) Ltd. are corporations 
organized under the laws of Alberta. Alberta Newsprint 
Company (“ANC”) is a joint venture governed by the laws of 
Alberta. Quesnel River Pulp Company (“QRP”) is a joint venture 
governed by the laws of British Columbia. Eurocan Pulp & 
Paper, Ranger Board and WestPine MDF are divisions of Mills. 

West Fraser has formed West Fraser Overseas Ltd., 
under the laws of Antigua, by which it has invested, through 
wholly- or partly-owned subsidiaries, in plantation forests in 


South America. 


CUMULATIVE RETURN 
ON $100 INVESTED 


=== TSE Paper & Forest Products 
Index 


--- West Fraser 
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CORPORATE STRUCTURE 
The following chart shows the relationship of the Company to its principal operating 
subsidiaries and the joint ventures in which it participates, and, where less than 100%, 


the percentage of voting securities or interest directly or indirectly owned by the Company. 


WEST FRASER TIMBER CO. LTD. 


WEST FRASER MILLS LTD. 


LUMBER 


Sawmills: 


Quesnel, Williams Lake, Smithers, Chetwynd, Fraser Lake, Terrace, Prince Rupert, 


Blue Ridge“), Houston (50%)), Burns Lake (32%) () 


MEDIUM DENSITY FIBREBOARD 


Ranger Board, Blue Ridge 


WestPine MDF, Quesnel 


PULP & PAPER 
Eurocan Pulp & Paper, Kitimat 
Slave Lake Pulp, Slave Lake 
Quesnel River Pulp Company, Quesnel (50%) (2) 


Alberta Newsprint Company, Whitecourt (50%) @) 


RETAIL HOME IMPROVEMENT 


Revelstoke Home Centres Ltd.@ 


Revelstoke Home Centres 
Revy Home & Garden 


(1) Owned through Blue Ridge Lumber (1981) Ltd., a wholly-owned subsidiary of Mills. 
(2) Joint venture interest 


(3) Owned through West Fraser Building Supplies Ltd., a wholly-owned subsidiary of Mills. 
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BUSINESS OF WEST FRASER 

HISTORY 

West Fraser originated in 1955 when three brothers, 
Henry H. Ketcham, Jr., William P. Ketcham and Samuel K. Ketcham, 
acquired a small lumber planing mill at Quesnel. From 1955 
to 1979 the business expanded through the acquisition of a 
number of sawmills and related timber rights in the interior 
of British Columbia and the development of a small chain of 
retail building-supply stores. 


In 1979 West Fraser formed the joint venture QRP 


operations by constructing several new traditional and full- 
service warehouse stores. On January 14, 1997 West Fraser 
agreed to purchase the retail home improvement business of 
Lumberland Building Materials, consisting of 17 stores in the 
lower mainland of British Columbia. Closing of the acquisition, 
which is expected to occur in March 1997, is subject, among 
other things, to approval under the Competition Act (Canada). 

In 1989 West Fraser, together with Whitecourt 
Newsprint Company Limited Partnership and its partners, 


formed ANC to construct and operate a newsprint mill at 


to construct and operate a pulp mill with a Canadian subsidiary Whitecourt, Alberta. 
_ of Daishowa Paper Manufacturing Co. Ltd. of Japan. In August 1995 the Company acquired the forest 

In 1981 West Fraser acquired a 40% interest in Eurocan products businesses of Alberta Energy Company Ltd. The assets 
Pulp & Paper which owned a linerboard and kraft paper mill, acquired consisted of the Blue Ridge sawmill and the Ranger 
two sawmills and partial interests in two joint venture sawmills. Board MDF plant located at Blue Ridge, Alberta, and the 
West Fraser increased its ownership to 50% in 1984 and in Slave Lake Pulp mill located at Slave Lake, Alberta. 
1993 acquired the remaining 50%. In April 1995 West Fraser began construction of 

The Company purchased the retail home improvement the WestPine MDF plant which commenced operations in 
business of Revelstoke in 1988, and in 1994 the Canadian July 1996. 
retail home improvement business of Eagle Hardware & West Fraser's sales revenues from its various product 
Garden Inc. Since 1993, West Fraser has expanded its retail lines over the last five years were as follows: 


SALES REVENUES ( millions) 


YEAR ENDED DECEMBER 31 1996 1995 1994 1993 1992 
Wood products $ 830.7 $ 642.8 $ 670.7 $492.7 $320.8 
Pulp and paper 438.5 548.4 344.5 194.9 185.3 
Retail home improvement 372.6 300.6 265.3 216.4 T7ite2 

$1,641.8 $1,491.8 $1,280.5 $904.0 $677.3 


I 
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Trudy Smith (Kitimat) 
Kitimat Hospice Society 
providing support to 
the bereaved and dying. 


Brian Wynn 
(Whitecourt) 

Visits schools for 
fire safety; volunteer 
with Whitecourt 

fire department. 


Gary Hanson (Smithers) 
Community Resource 
Board member developing 
local resource 
management plan. 


TIMBER TENURES 

British Columbia - About 95% of the timberland in 
British Columbia is owned by the province. Timber harvesting 
operations on these lands are regulated under the Forest 
Practices Code of British Columbia Act and the Forest Act 
(British Columbia), which empowers the Minister of Forests 
to grant various forms of timber tenures, including forest 
licences, TFLs and timber sale licences. 

A forest licence confers the right to harvest a specified 
volume of timber on public lands. It usually has’a term of 
15 years and is replaceable every five years for a further 15-year 
term. The Ministry of Forests may also grant short-term 
non-replaceable Forest Licences. A TFL requires the licencee 
to manage a defined land area to yield an annual harvest 
on a sustained yield basis. It is for a term of 25 years and is 
replaceable every five years for a further 25-year term. 
Replacement of a Forest Licence or TF is subject to satisfactory 
performance by the licencee and to agreement on terms 
between the licencee and the Ministry of Forests. 

The AAC is determined by the licencee for a TFL and 
by the Ministry of Forests for a forest licence. In all cases the 
AAC must be approved by the Chief Forester of the province. 
The volume harvested under a forest licence or TFL may 
differ from the AAC by up to 50% on an annual basis, but the 
average harvest must be within 10% of the AAC over each 
five-year period. All tenures in which West Fraser has an interest 


are currently in compliance with their cut control requirements. 


Alberta - Over 90% of the timberland in Alberta is 
owned by the province. Forest operations on public lands in 
Alberta are regulated under the Forests Act (Alberta), which 
empowers the Minister of Environmental Protection to grant 
various forms of timber tenures, including FMAs, timber quotas 
and timber permits. A FMA gives the holder rights to establish, 
grow and harvest timber on a defined land area and provides 
that the Minister of Environmental Protection recognizes the 
holder's rights to grow and harvest timber as the primary use of 
the FMA. It is generally for a 20-year term with provision for 
further 20-year renewal periods. Each FMA requires the holder 
to conduct a forest inventory and prepare a detailed forest 
management plan to determine the AAC of timber to be 
harvested, and to have annual operating plans approved by 
the Ministry of Environmental Protection before any operations 
can begin. 

A timber quota gives the holder the right to harvest, 
during a period of 20 years, a specified percentage of the AAC 
for a Forest Management Unit, as determined by the Minister 
of Environmental Protection, and is renewable. The Ministry 
of Environmental Protection is responsible for completing the 
forest inventory, preparing the forest management plan and 
allocating the volume of timber to be harvested by each quota 
holder. A quota holder must obtain a timber licence, which 
is issued by the Ministry and describes the area planned for 
logging by the quota holder and the time during which the 
timber may be harvested, usually a three- to five-year period. 
The AAC, and thus the volume of timber that may be harvested 
under a timber quota, may be varied from time to time by 
the Minister, but generally is subject to review by the Minister 


every five years. 
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TIMBER SUPPLY 

The Ministry of Forests of British Columbia completed 
a review of AAC levels for all TFLs and Timber Supply Areas 
in 1996. The review led to a small overall reduction of the AAC 
in British Columbia, although coastal areas and the southern 


part of the province experienced more pronounced reductions. 


Location 


BRITISH COLUMBIA: 
Quesnel 


Williams Lake 


Smithers 


Chetwynd 
Fraser Lake 


Terrace 


Prince Rupert 
Houston ®) 


Burns Lake@) 


ALBERTA: 
Blue Ridge 
Slave Lake 


Whitecourt) 


(1) Long-term tenures include TFLs, FMAs, timber quotas and forest licences, which are renewable timber tenures. Short-term tenures include timber sale licences 


Tenure) 


Long-term tenures 
Long-term tenures 
Short-term tenures 
Long-term tenures 
Short-term tenures 
Short-term tenures 
Long-term tenures 
Long-term tenures 
Long-term tenures 
Short-term tenures 
Long-term tenures 
Long-term tenures 


Long-term tenures 


Long-term tenures 
Long-term tenures 


Long-term tenures 


and timber licences, which are not renewable. 


(2) These short-term tenures do not have expiry dates and are not subject to annual cutting limitations, but by agreement with the British Columbia government West 
Fraser intends to harvest no more than a stipulated volume of timber per year. 


West Fraser's British Columbia operations, which are 


concentrated in the central and northern parts of the province, 


were not materially affected. 


The following table summarizes the timber tenures 
supplying the mills which West Fraser owns or in which it has 


an interest, the AAC and the actual harvest in 1996: 


Expiry Date 


2008-2016 
2008 

2002 

2008 

1999 

1999 

2009 
2008 
2011-2020 
N/A®) 
2009 

2008 


2008 


ZOU 
2010 


2009 


(3) Figures for AAC and actual harvest are for the joint venture rather than West Fraser's proportionate interest. 
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AAC 


q52 


319 


85 


33} |72 


140 


45 


410 


692 


660 


TS 


161 


650 


569 


851 


251 


456 


(in thousands of m3) 


7 


1996 Harvest | 


{ 
) 


Annual log requirements for West Fraser’s sawmills, 
including the proportionate requirements for the partly-owned 
sawmills, total approximately 6.2 million cubic metres. 
Approximately 80% of these requirements are obtained from 
renewable tenures. Additional timber needed to meet the log 
requirements of these 10 sawmills is obtained under short- 


term licences or purchased on the open market. 


WOOD CHIP SUPPLY 

West Fraser's wood chip self-sufficiency reduces its 
exposure to risks associated with wood chip price fluctuations, 
supply shortages, and supply curtailments. Fibre requirements 
of the Eurocan Pulp & Paper mill, the QRP mill and the 
WestPine MDF plant are met primarily by West Fraser's 
sawmilling operations in British Columbia. 

The Ranger Board MDF plant obtains its fibre directly 
from the Blue Ridge sawmill and other sawmills in the area. 
The Slave Lake Pulp mill consumes approximately 375,000 m3 
of deciduous timber per year when operating at capacity. 
Under the Slave Lake FMA and the associated timber quotas, 
231,100 m3 per year of timber, representing 62% of this fibre 
requirement, is available to the Slave Lake Pulp mill. Additional 
fibre, as required, is obtained by the Slave Lake Pulp mill from 
industrial salvage and purchases from local suppliers at | 
prevailing market prices. 

The annual fibre requirement of the ANC mill is 
approximately 600,000 m3, of which 85% is obtained from local 
sawmills (including the Blue Ridge sawmill) and the balance is 
produced by contractors who chip pulpwood harvested from 
ANC's FMA. Residual wood chips supplied by local sawmills are 
acquired in trade for sawlogs from ANC’s FMA or purchased 
from local suppliers. Sawlog trades account for more than half 


of the residual wood chips obtained from local mills. 


HARVESTING OPERATIONS 

West Fraser's harvesting operations are carried out 
mostly by independent contractors supervised by West Fraser's 
forestry department to ensure compliance with the terms of the 
relevant timber tenures, statutes and regulations and with the 


policies of West Fraser. 


REFORESTATION 

Under the terms of the renewable timber tenures in 
British Columbia and Alberta, tenure holders are required to 
carry out reforestation to ensure re-establishment of the forest 
after harvesting. The determination of the type of reforestation 
to be performed in a particular area is based on the climate, 
terrain, species and other factors affecting the regeneration 
of the forest. Each of West Fraser's reforestation projects 
is planned and supervised by its forestry staff and is approved 


by the government. 


STUMPAGE 

The provinces of British Columbia and Alberta levy 
royalties and stumpage on all timber harvested on Crown- 
owned land. Under the market-index-based stumpage systems 
in place in British Columbia and Alberta, the stumpage prices 
paid for wood harvested from West Fraser's timber tenures 
are tied to the prices received for the primary end-products. 
As a result, when the prices of those end-products decline, 
West Fraser's cost of fibre also declines. 

The selling reference price used in calculating stumpage 
in British Columbia is different from that used in Alberta. 
The lag time for calculating stumpage off the reference price 
also differs for the two provinces. Currently, stumpage rates 


in Alberta are more market sensitive than in British Columbia. 
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CANADA-US SOFTWOOD AGREEMENT 

Under the Canada-US Softwood Lumber Agreement, 
which took effect on April 1, 1996, 14.7 billion board feet of 
lumber from the provinces of British Columbia, Alberta, Ontario 
and Quebec can be exported annually to the United States free 
of export tax. This is approximately 10% less than the 1995 
shipments from these provinces into the United States. Exports 
in excess of this level, or in excess of a quarterly maximum of 
28.75% of the annual quota, will incur a US $50 per Mfbm 
export tax on the first 650 MMfbm after which shipments will 
attract a US $100 per Mfbm export tax. The agreement expires 
on March 31, 2001. 

The annual quota of 14.7 billion board feet has been 
allocated by the federal government to each primary producer 
and re-manufacturer in the affected provinces such that they 
may export specific quantities of softwood lumber to the 
United States without payment of export fees. Producers 
and re-manufacturers in British Columbia received 59% of 
the allocation, with 23% for Quebec, 10% for Ontario and 


8% for Alberta. 


ABORIGINAL LAND CLAIMS 

The governments of Canada and British Columbia 
have entered into negotiations to consider aboriginal land 
claims in British Columbia. This negotiation process is 
administered by a Treaty Commission. Several native groups 
have filed notices of intention with the Treaty Commission 
to negotiate land claims in and around West Fraser's operating 
areas. It is expected that negotiations will last several years. 
West Fraser is not in a position to assess what settlements, 
if any, may be made or how they may affect its operations. 
Aboriginal land claims may result in increased aboriginal 
involvement in the management of the public lands on which 


West Fraser conducts its harvesting operations. 
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The Alberta government is in the process of settling a 
minor land claim in the Whitecourt FMA area. It is expected 
that there will be no additional land claim settlements affecting | 


any of West Fraser's Alberta operating areas. 


ENVIRONMENT 

West Fraser's operations are subject to various federal, 
provincial and local environmental protection laws. It has 
audit programs under which all forestry and manufacturing 
operations are audited for compliance with applicable 
legislation and standards, as well as management practices. 

In addition, the Environmental Committee of the Company's 
Board of Directors tours West Fraser's operations on a regular 
basis and reviews its environmental practices. 

No chlorine is used in any of West Fraser's pulping 
processes. Linerboard and kraft paper produced by the Eurocan © 
Pulp & Paper mill are unbleached, while newsprint production 
by the ANC mill and BCTMP production by the QRP mill 
and the Slave Lake Pulp mill involve a hydrogen peroxide 


bleaching process. 


Further discussion of environmental issues is found in 
the “Forestry and Environment” section of Management's 
Discussion and Analysis of Financial Condition and Results from - 


Operations included on page 33 of this report. 


ENERGY 


generated and in part met by provincial utilities and other third- 
parties. In the opinion of management there is no threat that 


West Fraser's energy requirements are in part self- 
economical energy sources will not be available in the future. 
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RESEARCH AND DEVELOPMENT 

West Fraser supports joint industry research and 
development organizations and conducts research and 
development at several plants to improve processes, maximize 
resource utilization and develop new products and environ- 


mental applications. 


HUMAN RESOURCES 


As at December 31, 1996, West Fraser employed 


approximately 5,000 individuals in its wholly-owned operations. 


An additional 900 individuals were employed in its joint 
venture operations. Total remuneration paid to employees in 
1996, including the Company's share of the joint venture 
operations, was $224 million. 

Approximately 40% of the Company’s forest products 
employees are covered by collective agreements, most of 
which will expire in 1997. The collective agreement with the 
Communication, Energy and Paperworkers Union of Canada, 
representing approximately 500 employees at Kitimat, expires 
on April 30, 1997. Collective agreements with IWA Canada 
covering approximately 700 employees at Fraser Lake, Burns 
Lake and Houston and the planer mill employees at Williams 
Lake expire on June 30, 1997, and the collective agreement 
covering approximately 150 employees at Terrace expires on 
June 15, 1997. The collective agreement with the Northern 
Interior Woodworkers Association, which covers approximately 
160 employees at Smithers, expires on September 30, 1997. 
Employees at Prince Rupert who are represented by IWA 
Canada are covered by a collective agreement which expires 


on December 31, 2000. 


CAPITAL SPENDING AND ACQUISITIONS 

West Fraser invests a significant portion of its earnings 
and operating cash flow in upgrading and expanding its 
facilities and operations. West Fraser's capital asset expenditures 


and acquisitions for the last five years are as follows: 


CAPITAL SPENDING AND ACQUISITIONS ( millions) 


YEAR ENDED DECEMBER 31 1996 1995 1994 1993 1992 


Wood products $146.8 $313.2 $91.8 $560 $249 


Pulp and paper 47.0 177.2 24.0 142.0 10.5 
Revelstoke 25.3 63.5 90.7 36.7 6.2 
Other 0.7 0.2 1.4 0.3 0.3 


$219.8 $554.1 $207.9 $235.0 $41.9 


MARKETS 

West Fraser's products are sold in highly competitive 
markets open to a number of major companies with similar 
products. Purchasing decisions by customers are based on 
price, product quality and service, and are heavily influenced 
by general economic conditions. The following table sets 
forth selected industry product average prices for the periods 
indicated. These prices do not necessarily reflect those 


obtained by West Fraser. 
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AVERAGE TRANSACTION PRICES (us dollars) 
1996 1995 1994 1993 1992 | 


2 x 4 random length SPF (per Mfbm)() $353 $251 $341 $332 $231 | 


MDF (per Msf 3/4” basis) @) $337 $375 $408 $344 $328 | 
Newsprint (per tonne)®) $650 $670 $462 $450 $430 
NBSK pulp (per tonne) $586 $871 $568 $453 $560 | 
Kraft paper (50 Ib) (per tonne) ©) $689 $771 $639 $606 $617 
Kraft linerboard (42 lb) (per tonne)©) $414 $562 $413 $342 $385 | 


(1) Source: Random Lengths. (2) Source: RISI and West Fraser database. (3) Source: ANC database. (4) Source: Pulp and Paper 1996 North American Fact Book. 


(5) U.S. domestic price. Source: Forecaster. 
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BUSINESS SEGMENTS 
WOOD PRODUCTS - LUMBER 


WEST FRASER’S SHARE OF ANNUAL CAPACITY AND LUMBER PRODUCTION (mmfbm) 


Ownership Capacity 1996 1995 1994 1993 1992 
Quesnel 100% 285 285.3 294.3 266.4 266.8 232.2 
Quesnel Finger-Joint 100% 20 21.4 20.8 18.7 17.9 9.5 
Williams Lake 100% 140 140.1 134.4 131.5 P32 135.4 
Smithers 100% 160 157.5 WSO. 160.6 167.0 165.0 
Chetwynd 100% Ws 186.7 U7 Le 17320 182.4 W229 
Fraser Lake 100% 220 208.4 189.6 22971 154.1 114.0 
Terrace 100% 150 139.6 142.8 157.7 96.6 T2255 
Prince Rupert“ 100% 30 5.7 S8) 0.6 = - 
Blue Ridge 100% 220 213.8 69.4 = = = 
Houston 50% 120 117.8 IZieS Wel 77.8 60.3 
Burns Lake 32% 80 86.0 82.4 71.0 47.1 37.0 
1,600 1,562.3 1380.3 15205 IIS2Z9 998.6 


(1) Mill capacity is based on West Fraser's own production. The mill is primarily used to process timber owned by third parties on a custom cut basis. 


Annual capacity of each sawmill is based on operating 
two shifts per day, five days per week, except for Quesnel and 
Williams Lake which operate with a limited third shift each day 
and Prince Rupert which currently operates on one shift. 

Production - West Fraser has interests in 10 sawmills 
producing dimension lumber and by-product wood chips. 

West Fraser also owns and operates a plant at Quesnel which 
produces finger-jointed studs out of short blocks from some 
of the sawmills. 

Sales - Lumber produced by sawmills wholly-owned 
by West Fraser is sold by West Fraser's lumber sales department 


to retail and wholesale customers and lumber brokers. In 1996 


66% of lumber sales were to customers in the United States 
and 26% to Canadian customers, who resold a significant 
portion into the United States. Far Eastern and other customers 
accounted for the remaining 8% of sales. Most of the sales to 
North American customers are shipped by rail directly from the 
sawmills. The remainder are shipped by truck directly to the 
customer or through lumber reload facilities or shipped by 
water through West Fraser's deep-sea terminal at Kitimat. 
Lumber output from the partly-owned sawmills at Houston and 
Burns Lake is marketed by Weldwood of Canada Limited, 


mainly in North America. 
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WOOD PRODUCTS - MDF 


MDF CAPACITY AND PRODUCTION (mmsf) 


Capacity 1996 1995 

Ranger Board 110 86.8 14.2 
WestPine 100 15.4 - 

210 102.2 14.2 


Production - The Ranger Board plant is located 
adjacent to the Blue Ridge sawmill. In 1995 the plant 
underwent an expansion which increased annual capacity from 
70 MMsf to 110 MMsf. The plant has the flexibility to produce 
MDF in varying thicknesses and widths to meet customers’ 
requirements. Raw material consists of wood residue, of which 
most is currently sourced from the Blue Ridge sawmill, and 


the remainder from local sawmills under long-term contracts. 
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Ranger Board also provides material to two custom 


SSS ES EEL a 


moulding operations which produce mouldings to West Fraser's | 
specifications for sale by West Fraser. | 

In early 1995 West Fraser began construction of the | 
WestPine MDF plant. Construction was completed and the | 
plant began operations in July 1996. Raw materials consumed 
consist of locally available wood chips and wood residue 
previously not utilized to its full potential. 

Sales - MDF produced by West Fraser is marketed 
mainly in North America, with the balance exported to markets 
in the Far East and Europe. MDF produced by Ranger Board 


is marketed under the name “Ranger”. MDF produced by the 


WestPine MDF plant is marketed under the name “WestPine”. | 
Marketing is primarily conducted through a group of 
distributors under the direction of West Fraser's sales office 


in Edmonton. . 


PULP AND PAPER - PULP 


WEST FRASER’S SHARE OF ANNUAL PULP CAPACITY AND PRODUCTION (tonnes) 


Capacity 1996 1995 1994 1993 1992 
QRP mill 150,000 140,483 152,227 151,920 145,837 145,676 
Slave Lake Pulp mill 150,000 109,672 35,219 = = = 


300,000 250,155 187,446 151,920 145,837 145,676 


A 


Production - West Fraser produces BCTMP primarily 
from hardwood at the Slave Lake Pulp mill and from softwood 
at the QRP mill. BCTMP is used by paper manufacturers to 
produce tissue products and a variety of other paper grades. 

The terms of the Slave Lake FMA provide that if a 
certain expansion is carried out within a specified time frame, 
additional deciduous timber from the Slave Lake FMA will be 
made available to provide fibre for the expansion. 

Sales - West Fraser's share of the BCTMP produced by 
the QRP mill is marketed directly to customers by West Fraser's 
pulp sales department. BCTMP produced by the Slave Lake 
Pulp mill is marketed by West Fraser's pulp sales department 
using in Europe the sales network of MoDo Paper AB pursuant 
to a sales agency agreement which expires on December 31, 
2000. In 1996 approximately 33% was sold to customers in 
the United States, 33% to customers in the Far East, 28% 

| to customers in Europe, and the remaining 6% to customers 


in Canada and elsewhere. 
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PULP AND PAPER - LINERBOARD AND KRAFT PAPER 


WEST FRASER’S SHARE OF ANNUAL LINERBOARD AND KRAFT PAPER CAPACITY AND PRODUCTION (tonnes) 


1996 1995 1994 1993 1992 | 
Total capacity“) 450,000 450,000 450,000 290,000 225,000 | 
Total production: 
Linerboard®) 329,855 311,956 316,115 188,268 124,557 
Kraft paper®) 79,549 Se S72 83,720 58,489 39,236 
409,404 407,928 399,835 246,757 163,793 


(1) The mill capacity is based on 350 operating days per year producing certain volumes of each basis weight ranging from 125 gm/m? to 
336 gm/m? for linerboard and from 50 gm/m? to 115 gm/m? for kraft paper. 
(2) Periodically, lightweight linerboard is produced on the kraft paper machine, thereby reducing the available time for kraft paper production. 


Production - The Eurocan Pulp & Paper mill produces 
linerboard and kraft paper. Linerboard is sold worldwide to 
producers of corrugated shipping containers. Kraft paper is sold 
worldwide to a variety of paper converters whose product lines 
range from grocery bags to multi-wall industrial sacks. 

Sales - All linerboard and kraft paper produced by 
the Eurocan Pulp & Paper mill is sold by West Fraser's sales 
department, principally through a sales agency agreement 
with Enso Oy. This sales agency agreement enables West Fraser 
to access the worldwide sales office network of Enso. In 
1996, 27% of the mill's production was sold to Far Eastern 
customers, 30% to European customers, and the balance 


to several other countries. 


24 SECTION 2 - ANNUAL INFORMATION ForRM: BUSINESS SEGMENTS : 


PULP AND PAPER - NEWSPRINT 


WEST FRASER’S SHARE OF ANNUAL NEWSPAPER CAPACITY AND PRODUCTION (tonnes) 


Total capacity 


Total production 


1996 1995 1994 1993 1992 
120,000 117,500 117,500 110,000 110,000 
118,593 20252. 116,734 111,778 109,548 


eee 


Production - The ANC mill produces mostly standard 
newsprint and smaller quantities of rotogravure paper. 

Sales - At the end of 1995 MacMillan Bloedel Ltd. 
ceased to be the sales agent for ANC’s newsprint, which is now 
sold by a partnership owned by the owners of ANC. The major 
markets for newsprint are western Canada and the mid- 


western United States. 


RETAIL HOME IMPROVEMENT 

Revelstoke owns and operates seven Revy full-service 
warehouse stores and 26 retail home improvement centres. 
Of these 33 outlets, 16 are in British Columbia and 17 are in 
Alberta and Saskatchewan. Revelstoke also has distribution 
centres in Calgary, Alberta and Langley, British Columbia and 
a wholesale lumber trading division. Revy is in the process of 
constructing an additional store in Winnipeg, Manitoba, and 
has acquired several store sites in larger urban centres in 
western Canada. Revelstoke’s total retail sales floor space 
is approximately 1.3 million square feet. 

The retail home improvement industry is highly 
competitive, with a large multinational chain and a number 
of regional chains and smaller retailers in each market. The 
Company believes that Revelstoke will maintain its competitive 
position through continued expansion into new or growing 


markets and the upgrading of its existing outlets. 


TOTAL RETAIL SPACE 


(thousands of square feet) 


1,328 
As00' |e sa oo Seo 7 
1,055 
aT a ae ‘im 2 
754 
cep a te ff 
324 336 
209 | 92 93 94 95 96 


SITE OWNERSHIP 

West Fraser's wholly-owned wood products and pulp 
and paper mills are on land owned by West Fraser with the 
exceptions of the sawmills at Chetwynd and Williams Lake 
which are on land held under long-term leases. The joint 
venture sawmills at Houston and Burns Lake are also on land 
held under long-term leases. Each of the QRP mill and the 
ANC mill is on land owned equally by West Fraser and its joint 
venture partner. The mill and related assets of ANC are 
pledged as security under non-recourse loans used to finance 
construction of the mill. The retail home improvement outlets 
consist of 27 locations where the buildings and land are owned 
by Revelstoke, four locations where the buildings and land are 
leased by Revelstoke and two locations where buildings are 


owned by Revelstoke that are on leased land. 
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SHARE CAPITAL AND MARKETS FOR SECURITIES 

The authorized share capital of the Company consists 
of 80,000,000 shares divided into 

(a) 50,000,000 Common shares, 

(b) 20,000,000 Class B Common shares, and 

(c) 10,000,000 Preferred shares, issuable in series, 

of which 1,250,000 are designated as Series 1 
Cumulative Convertible Redeemable Preferred 
shares (the “Series 1 Preferred Shares”). 

As at December 31, 1996 the issued share capital 
consisted of 23,738,490 Common shares, including 739,545 
Common shares held by Mills, 5,972,508 Class B Common 
shares and 1,250,000 Series 1 Preferred Shares. 

The Common shares and Class B Common shares are 
equal in all respects, including the right to dividends, except 
that each Class B Common share may at any time be 
exchanged for one Common share. 

The Common shares are listed and traded on The 
Toronto Stock Exchange and the Vancouver Stock Exchange 
under the symbol WFT. 

The Preferred shares are issuable from time to time 
in one or more series. The Board of Directors is entitled to 
fix the number of shares in each series and to determine the 
designation, preferences, rights, conditions, restrictions, 
limitations and prohibitions to be attached to the shares of 
each series before such shares are issued. 

The Preferred shares rank senior to the Common 
shares and Class B Common shares with respect to the 

payment of dividends and the distribution of assets on any 
liquidation, winding-up or dissolution of the Company, but are 
not, as a class, entitled to any voting rights except as required 
by the Company Act (British Columbia) with respect to a 
variation of any special rights or restrictions attached to the 


class. The Board of Directors may, however, attach to a 


particular series of the Preferred shares voting and rights that 
come into effect on a failure by the Company to pay any 
dividend or amount required on a redemption. 

The Preferred shares of each series rank rateably with 
the Preferred shares of every other series with respect to 
dividends and the return of capital and on a distribution of 
assets of the Company among its shareholders for any reason. 

Holders of Series 1 Preferred Shares are entitled to 
receive an annual fixed, cumulative, preferential cash dividend 
of $1.995 per share, being 5% of the issue price, payable 
quarterly. Each Series 1 Preferred Share is convertible at the 
option of the holder, at any time before July 30, 2002, into one 
Common share, subject to usual anti-dilution provisions. Each 
Series 1 Preferred Share is redeemable by the Company at any 
time, subject to certain conditions. Series 1 Preferred Shares 


remaining outstanding on July 31, 2002 must be redeemed by 


the Company at that time. A holder of a Series 1 Preferred Share | 
is not, as such, entitled to receive notice of, attend or vote at \ 


any general meeting of the Company. 


DIVIDENDS 

The declaration and payment of dividends is within 
the discretion of the Board of Directors of the Company. It has 
been the practice of the Company to declare and pay dividends 


on a quarterly basis, after the end of each quarter. 


In 1996 the Company declared cash dividends per 
Common share and Class B Common share of $0.11 for the 


first three quarters and $0.125 for the fourth quarter and 


dividends of $0.896 per Series 1 Preferred Share. 


26 SECTION 2 - ANNUAL INFORMATION FoRM: SHARE CAPITAL AND MARKETS FOR SECURITIES; DivIDENDS 


Nick Kollias (Terrace) 
Youth soccer coach 
and participant. 


Steve House (Whitecourt) 
Group Chairman of 

the Ist Mayerthorpe 
Scouting Group. 


Doug Pauze (Quesnel) 
Minor hockey league 
coach. 


DIRECTORS AND OFFICERS 


DIRECTORS 


The names and municipalities of residence of the directors of the Company, their principal occupations during 


the past five years and the periods during which they have been directors of the Company, are as follows: 


Name and Municipality of Residence 


Principal Occupation 


Henry H. Ketcham, III 
Vancouver, B.C. 


Clark S. Binkley® 
Vancouver, B.C. 


Janet W. Ketcham) 
Seattle, Washington 


William P. Ketcham(™©@) 
Seattle, Washington 


C. Calvert Knudsen) 
Seattle, Washington 


Harald H. Ludwig 
West Vancouver, B.C. 


F. David Radler®) 
Vancouver, B.C. 


Charles R. Tittemore(() 
Calgary, Alberta 


Chairman of the Board, 
President and Chief Executive Officer 


Dean, Faculty of Forestry, 
University of British Columbia 


Investor 


President of Henry H. Ketcham 
Lumber Co., Inc. (private investment company) 


Retired Chairman and Chief Executive 
Officer of MacMillan Bloedel Ltd. (forest products) 


President of Macluan Capital Corporation 
(diversified manufacturing) 


President and Chief Operating Officer of 
Hollinger Inc. (newspaper publishing and printing) 


Retired Executive Vice-President of 
Abitibi-Price Inc. (forest products) 


Director Since 


September 16, 1985 


February 13, 1992 


November 21, 1977 


December 1, 1966 


June 12, 1980 


May 2, 1995 


December 10, 1991 


September 15, 1981 


(1) Member of the Audit Committee 
(2) Member of the Compensation Committee 


(3) Member of the Environmental Committee 


Each director has held the same or similar principal October 1, 1996. In the office of Chairman of the Board he 


occupation with the organization indicated or a predecessor succeeds Henry H. Ketcham, Jr., who died on July 4, 1996. 


thereof for the last five years except for Henry H. Ketcham, III The term of office of each director will expire at the 


who, in addition to his position of President and Chief conclusion of the Company's next annual general meeting. 


Executive Officer, became Chairman of the Board effective 
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OFFICERS 


The names and municipalities of residence of the officers of the Company, the offices held by them and 


their principal occupations during the last five years are as follows: 


Name, Municipality of Residence and Office Held Principal Occupation 


Henry H. Ketcham, II!, Vancouver, B.C. Chairman of the Board, President and Chief Executive Officer 
Chairman, President and Chief Executive Officer 


Russell J. Clinton, Quesnel, B.C. Senior Vice-President, Corporate Development 
Senior Vice-President, Corporate Development 


D. Wayne Clogg, Quesnel, B.C. Vice-President, Woodlands - British Columbia 
Vice-President, Woodlands - British Columbia 


Carl L. Grittner, White Rock, B.C. President, Revelstoke 
Vice-President, Building Supplies 


William H. LeGrow, Port Coquitlam, B.C. Vice-President, Transportation 
Vice-President, Transportation 


Gerald J. Miller, Tsawwassen, B.C Vice-President, Administration & Controller 
Vice-President, Administration & Controller 


Daniel T. Potts, West Vancouver, B.C. Vice-President, Pulp and Paper 
Vice-President, Pulp and Paper 


Martti Solin, West Vancouver, B.C. Vice-President, Finance and Chief Financial Officer 
Vice-President, Finance and Chief Financial Officer 


William M. Steele, Quesnel, B.C. President, QRP 
Vice-President, Pulp 


Zoltan F. Szucs, Coquitlam, B.C. Vice-President, Panelboard 
Vice-President, Panelboard 


Ernest M. Thony, Quesnel, B.C. Vice-President, Lumber Sales 
Vice-President, Lumber Sales 


Gary W. Townsend, Quesnel, B.C. Vice-President, Lumber Operations 


Vice-President, Lumber Operations 


C. Paul Daniels, Q.C., West Vancouver, B.C. Associate Counsel, 
Secretary Lang Michener Lawrence & Shaw 


(barristers and solicitors) 


Noordin S.K. Nanji, West Vancouver, B.C. Partner, 
Assistant Secretary Lang Michener Lawrence & Shaw 


(barristers and solicitors) 
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Each officer has held the samé or similar principal 
occupation with the organization indicated or a predecessor 
thereof for the last five years except for Henry H. Ketcham, III, 
who before October 1, 1996 was the President and Chief 
Executive Officer; Russell J. Clinton, who before December 13, 
1995 was the Senior Vice-President and Vice-President, 
Woodlands of the Company; D. Wayne Clogg, who before 
December 13, 1995 was the general manager of various West 
Fraser sawmills; William H. LeGrow, who before October 1, 
1996, was the Manager, Transportation; Daniel T. Potts, who 
before December 13, 1996 was the Vice President, Kitimat 
Operations and President, Eurocan Pulp & Paper and before 
February 1, 1993 was the General Manager of the Florence, 
South Carolina linerboard mill of Stone Container Corporation; 
and Zoltan F. Szucs, who before October 1, 1996, was the 
Manager, Engineered Wood Products and before April 1, 1994, 


was a principal of Anthony-Seaman Ltd. 


SHAREHOLDINGS OF DIRECTORS AND 

SENIOR OFFICERS 

As at December 31, 1996, the directors and senior 
officers, as a group, beneficially owned, directly or indirectly, 
or exercised control or direction over, 4,652,165 Common 


shares and 2,396,656 Class B Common shares, being 21 % of 


the outstanding Common shares, 40 % of the outstanding Class 


B Common shares and 25 % of the outstanding voting 


securities of the Company. 


MANAGEMENT'S DISCUSSION 
AND ANALYSIS 


Reference is made to the section of the Company's 1996 


Annual Report entitled “Management's Discussion and Analysis 


of Financial Condition and Results from Operations” and the 


financial statements of the Company for the year ended December | 


31, 1996, both of which are incorporated herein by reference. 


SELECTED CONSOLIDATED FINANCIAL 

INFORMATION 

Reference is made to the section of the Company's 
1996 Annual Report entitled “Ten-Year Review”, which is 
incorporated herein by reference, for selected consolidated 
financial information for the last 10 years. Selected consolidated 


financial information for the last eight quarters is as follows: 


SELECTED QUARTERLY INFORMATION (5 millions, except per share amounts) 


1996 1995 
Dec 31 Sep 30 Jun 30 Mar 31 Dec 31 Sep 30 Jun 30 Mar 31 
Net sales $387.0 $475.7 $416.7 $362.4 $348.3 $429.0 $370.7 $343.8 
Net earnings $ 20.1 $ 46.5 $ 14.7 $ 11.0 $ 25.3 Suzie $ 14.7 $ 23.3 
Basic earnings per share $ 0.67 $ 1.61 $ 0.51 $ 0.37 $ 0.91 $ 1.16 $ 0.57 $ 0.90 
Fully diluted earnings per share $ 0.67 $ 1.56 $ 0.51 $ 0.37 $ 0.89 S285 $ 0.57 $ 0.90 
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ADDITIONAL INFORMATION 

When the securities of the Company are in the course 
of distribution pursuant to a short form prospectus, or a 
preliminary short form prospectus has been filed in respect of a 
distribution of its securities, the Company will, upon request, 
provide to any person: 

(a) one copy of this Annual Information Form, 
together with one copy of any document, or the pertinent 
pages of any document, incorporated by reference in this 
Annual Information Form; 

(b) one copy of the comparative financial statements 
of the Company for the year ended December 31, 1996, 
together with the accompanying auditors’ report, and one copy 
of each interim financial statement of the Company prepared 
after December 31, 1996; 

(c) one copy of the Information Circular for the annual 


general meeting of the Company to be held on April 29, 1997; and 


(d) one copy of any other document that is incor- 
porated by reference in the preliminary short form prospectus 
or the short form prospectus and is not described above. 

Additional information, including directors’ and 
officers’ remuneration and indebtedness, principal holders of 
the Company's securities and options to purchase securities, is 
contained in the Information Circular and additional financial 
information is provided in the Company's comparative financial 
statements for the year ended December 31, 1996. 

Copies of this Annual Information Form and the 
documents incorporated by reference therein, the comparative 
financial statements of the Company (including the audit 
report) for the year ended December 31, 1996, each interim 
financial statement issued after December 31, 1996, the 
Information Circular and the Annual Report may be obtained 
at any time upon request from the Company at 1000 - 


1100 Melville Street, Vancouver, British Columbia, V6E 4A6. 
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Hazel Pare (Calgary) 
Fund raising for 
Children’s Wish 
Foundation of Canada. 


Rick Abbott 
(Quesnel) 
Soccer and minor hockey 
league coach. 


Sri Chahl (Quesnel) 
Quesnel Lions Club - 
Chairman of Timmy's 
Telethon and the 
Journey For Sight. 


MANAGEMENT'S DISCUSSION & 
ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS FROM OPERATIONS 


The following discussion and analysis should be read in conjunction with the consolidated 
financial statements and notes thereto included in this Annual Report. Terms used herein that are 
defined in the Glossary of Industry Terms appearing on page 49 or in the Annual Information Form 


included in this Annual Report have the meanings ascribed to them therein. 


FORESTRY AND ENVIRONMENT Establishing a new forest after harvesting, either by 
Forestry ; planting or through managed natural regeneration, is required 
West Fraser is committed to managing its forest lands for all of West Fraser's timber tenures. Last year West Fraser 
in accordance with the principles of sustainable forestry, for planted 21.8 million seedlings on 17,000 hectares. This 
the present and long-term benefit of its shareholders, its included the planting of West Fraser's 200 millionth tree, a 
employees and the people and communities in which it milestone which was commemorated with the planting of 
operates. To further this commitment, West Fraser practices a tree in Quesnel by the Chief Forester of British Columbia 
integrated resource management on all its timber tenures and the Mayor of Quesnel. A further 4,500 hectares were 
so that other forest values, such as fish and wildlife, managed for natural regeneration. 
biodiversity, water quality and recreational opportunities, are In November 1996 the Chief Forester of British 
accommodated. All forest management and operating plans are Columbia approved a new AAC for West Fraser's TFL 52 in 
approved by relevant government agencies and are typically the Quesnel area. The allowable cut was increased by approx- 
available for public review before any activity takes place. imately 7%, or 33,000 m3 per year, reflecting the intensive 
To meet the stringent requirements of the Forest levels of forest management carried out by West Fraser. 
Practices Code of B.C. and the Forest Care Program of Alberta, Although stumpage rates for timber harvested from 
West Fraser has made comprehensive changes to all aspects of government tenures in British Columbia declined for the first 
its forest management, including its timber harvesting practices. two quarters of 1996 in the interior region of the province, 
Internal forest practices audits were conducted the rates increased significantly in the last half of the year in 
throughout the year on West Fraser's forestry operations. response to strong lumber markets. On January 1, 1997 the 
The audits confirmed that these operations are, in all material new interior stumpage rates were approximately 25% higher 
respects, in full compliance with what will be the requirements than in the first quarter of 1996. It remains a concern that the 
of the Forest Practices Code of B.C. when it is fully imple- increases in road building costs and in other harvesting costs 
mented in 1997 and the requirements of the Forest Care required by the Forest Practices Code of B.C. are not 
Program of Alberta. adequately taken into account in the stumpage appraisal 
In 1996 West Fraser harvested 5.5 million m3 of system. Sawlog stumpage rates in Alberta, also tied to lumber 
coniferous timber from a total of 20,400 hectares, including market prices, have risen sharply in the last half of 1996, 
its share of harvesting in joint venture operations. although from a significantly lower base. 


In 1996 West Fraser increased its level of participation 


in Forest Renewal funded programs in British Columbia. 
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Environment 

West Fraser is committed to continually reducing or 
eliminating the impact of its operations on the environment. 
While these operations are subject to various federal, provincial 


and local environmental protection laws, West Fraser has 


implemented many initiatives that are beyond mere compliance. 


These include the establishment of formal environmental 
management systems, which continue to be improved using 
the new International Standards’ Organization (ISO) 14001 
standards as a guide. 

Various environmental advocacy groups continued 
to oppose the Cariboo Land Use Plan which, after a lengthy 
consultation period, received broadly-based community 
support. Some of these groups were particularly opposed 
to the inclusion in the Plan of the Penfold Valley, which is part 
of West Fraser's logging area, and publicly accused West Fraser 
of non-compliance in building logging roads in the area. While 
this highly publicized protest initially prompted the Ministry 
of Forests to cite West Fraser for 23 violations, upon proper 
investigation there was found to have been only one 
contravention of a marginal nature which did not pose any 
harm to the environment. 

The internal environmental audit program of West 
Fraser's manufacturing facilities, implemented in 1994, 
continued in 1996 with audits of the Alberta manufacturing 
operations and the Quesnel and Williams Lake sawmills. No 
major deficiencies were identified. Following up on the 1995 
audit findings, spill response training was carried out for all 


forestry and sawmill operations. 


West Fraser was acquitted on three of five charges 


arising from effluent problems encountered during start-up of 


the Eurocan Pulp & Paper mill after a maintenance shutdown in 


1994, but was found to have exceeded the permitted pH level 


on two days. A suspended sentence was given for each 


contravention and Eurocan was ordered to prepare two reports - 


— one on responding to blockage of a chemical sewer line and 


the other regarding proposals for additional alarms in the mill. 
The first report is to be distributed to the industry so that 
other mills may learn from Eurocan’s experience. 

Additional studies and research and further modifi- 
cations to the Eurocan mill were conducted in efforts to 
overcome tainting of eulachon in the Kitimat River. The British 
Columbia government amended the mill's effluent permit to 
require certain capital expenditures and studies to be carried 
out. Eurocan continues to work closely with provincial, federal 
and local government agencies and the Haisla Nation located 
at the Kitamaat village. 

The British Columbia government has passed 
legislation mandating the phase-out of beehive wood waste 
burners. West Fraser intends to work with all involved to find 
alternate uses or means of disposal for waste wood residues. 
The WestPine MDF plant will contribute significantly to the 
phase-out of burners operated by sawmills in the Quesnel area. 
The beehive burner at the Blue Ridge sawmill was replaced 


during the year with a more efficient incinerator. 
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OPERATIONS REVIEW 

Wood Products 

Operating earnings in the wood products division 
increased to $173.9 million in 1996 from $70.7 million in 1995 
on external sales of $830.7 million and $642.8 million 
respectively. The increase is attributable to greater lumber 
production and to higher lumber prices, which more than offset 
lower realizations for by-product wood chips. Earnings from 
West Fraser's interests in several lumber re-manufacturing 
companies were adversely affected by high raw material costs. 
West Fraser's share of the results of these re-manufacturing 
operations was a loss of $4.2 million compared to earnings in 


1995 of $1.2 million. 


Lumber 

With the acquisition of the Blue Ridge sawmill in 
1995, West Fraser achieved record lumber production in 1996 
of 1,562 MMfbm compared to 1,380 MMfbm in 1995. Lumber 
shipments increased to 1,557 MMfbm from 1,368 MMfbm. In 
addition, the lumber division shipped 9.2 MMfbm of lumber 
purchased for resale from third-party suppliers. The sawmills 
operated at capacity throughout the year, except for brief 
shutdowns at Christmas. 

Continued low interest rates and strong job creation 
in the United States combined to create a robust housing 
market in 1996. The bellweather SPF 2x4 lumber price 
increased from about US $250 per Mfbm in the beginning 
of 1996 to peak at over US $430 in November and close 
the year at around the US $400 level. 

As a result of these attractive lumber prices, West 
Fraser's lumber operations had a successful year in spite of 


increased stumpage charges and increased harvesting costs. 


As the price of chips produced by sawmills is typically 
tied to pulp prices, there was a significant reduction in chip 
revenues to sawmills. In addition, curtailments in pulp mill 
operating rates reduced the consumption of chips in British 
Columbia. Since West Fraser is largely self-sufficient in pulp mill 
and MDF raw materials, the chip price reduction did not 
materially affect overall earnings. 

The resolution of the softwood lumber dispute with 
the U.S. Coalition for Fair Lumber Imports and the resulting 
implementation of the lumber quota appear to have 
contributed to higher lumber prices. Before the implementation 
of the quota on April 1, 1996, prices for random length 
SPF 2 x 4 averaged approximately US $272 per Mfbm. In the 
three months following implementation, they averaged 
approximately US $335 per Mfbm and they remained above 
that level for the balance of the year, resulting in an average 


for the year of US $352. 


OPERATING EARNINGS — 


WOOD PRODUCTS LUMBER PRODUCTION 


($ millions) (MMfbm) 
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Under the terms of the softwood lumber agreement, 
each lumber producer has been allocated an annual volume 
which may be shipped into the United States without export 
tax. The annual quota for each producer is divided into 
quarterly segments, with the export tax also applied to 
shipments over 28.75% of the annual quota in any quarter. 

Throughout the initial three quarters since the 
implementation of the quota West Fraser managed its 
shipments to minimize this export tax. Alternate markets were 
explored and shipments of lumber to the Canadian market 
through West Fraser's retail business were increased 
significantly. Export taxes expected to be paid in 1997 that are 
fairly allocable to shipments in the period April 1 to December 
31, 1996 have been accrued in 1996. 

West Fraser continued to benefit from its ongoing 
capital expenditure program. Production records were achieved 
in the sawmills at Chetwynd, Williams Lake and Blue Ridge. 
The continued focus on lumber recovery enabled West Fraser to 
control the unit cost of lumber and maximize production from 


the raw material resource. Average log costs in British Columbia 


declined slightly in the first half of the year and then increased 
in the fourth quarter, reflecting fluctuations in stumpage. 
Overall log costs per cubic metre were slightly down from the 
average in 1995, reflecting the lower stumpage in the first half 
of 1996 and the lower cost of timber acquired from third 
parties. Costs associated with the implementation of the Forest 
Practices Code in British Columbia continued to increase. Log 
costs in the Alberta forestry operations increased about 12% 
over 1995. However, the cost of logs processed in Alberta 
remained significantly lower than in British Columbia. 

A dramatic increase in the cost of harvesting timber in 
the northwest region of British Columbia, mainly the result of 
an inflexible stumpage assessment system and the full 
implementation of the Forest Practices Code, made it necessary 
to close the Terrace sawmill temporarily at the end of December. 
During the closure West Fraser is actively working with the 
British Columbia government to pursue solutions which will 
recognize the higher processing costs and lower timber quality — 


in this region of the province. The Terrace sawmill is expected 


to recommence operations in the first quarter of 1997. 
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Bob Dahl (Terrace) 
Events coordinator, 
Northern Winter 
Games. 


Bunn Wright 
(Williams Lake) 
Junior bowling coach; 
took team to national 
finals in 1993. 


Edmonton Revy Roadrunners, 
Revy/Revelstoke had the top fund- 
raising team for the Labatt’s 24 hour 
relay in each of Vancouver, Kelowna, 
Calgary and Edmonton in 1996. 

Over $400,000 has been raised since 
participation in the annual run began. 


MDF 

Construction of the WestPine MDF plant at Quesnel, 
which began in the spring of 1995, was completed in July 
1996. The plant is expected to achieve production at its design 
capacity in the latter half of 1997. At capacity, it will produce 
100 MMsf of MDF annually. Until December 31, 1996 WestPine 
operated in a start-up mode and its results were capitalized. 

Initial indications from a number of customers are that 
the board produced by WestPine is of high quality, suitable for 
a variety of end uses, and has been readily accepted in the 
marketplace. The ability of the plant to manufacture a wide 
range of board, particularly thin board, will be an advantage. 

The Ranger Board MDF plant increased its production 
levels throughout the year after the expansion project was 
completed in the fall of 1995. However, post-expansion 
bottlenecks were encountered and it was not until mid-year 
that pre-expansion production levels were exceeded and the 
benefits of the expansion began to be realized. As a result, 
annual production, unit costs and operating earnings did not 
meet expectations. 

The Ranger Board production in the year was 86.8 
MMsf compared to 14.2 MMsf achieved in 1995 following the 
August 25 acquisition of the facility. 

MDF prices declined steadily throughout the year as 
recent capacity increases were absorbed in the market. 

MDF shipments were 100.4 MMsf in 1996, including 


10.5 MMsf manufactured at WestPine. This compares to post- 


acquisition shipments of 11.4 MMsf from Ranger Board in 1995. 


Pulp & Paper 

The dramatic decline in pulp prices which began in 
late 1995 continued into 1996 and extended to linerboard, 
kraft paper and newsprint later in the year. As a consequence, 
West Fraser's pulp and paper operations recorded modest 
operating earnings in 1996 of $16.0 million, with continued 
strong earnings from newsprint more than offsetting losses 
from the other pulp and paper operations. This compares 
to operating earnings of $129.2 million in 1995. Net sales from 
pulp and paper operations were $438.5 million compared to 
$548.4 million in 1995, reflecting lower mill nets which more 


than offset the added capacity of the Slave Lake Pulp mill. 


OPERATING EARNINGS (LOSS) — 
PULP AND PAPER 


($ millions) 
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Linerboard and Kraft Paper 

The combined linerboard and kraft paper production 
at the Eurocan Pulp & Paper mill was 409,404 tonnes in 1996 
compared to 407,928 tonnes in 1995. The increase was in spite 
of 14 days of downtime in kraft paper production in the 
summer because of weak kraft paper markets. In 1996 Eurocan 
Pulp & Paper shipped 407,178 tonnes of linerboard and kraft 
paper compared to 392,431 tonnes in 1995. 

Over-supply caused linerboard prices to decline 
through the first half of the year, but they stabilized by mid- 
year. Despite the demand-supply imbalance, linerboard oper- 
ations were able to run at full capacity throughout the year. 

Kraft paper mill nets also moved down from the high 
levels of 1995, although the rate of decline was not as severe 
as for linerboard. Eurocan Pulp & Paper enjoyed good success 
with its new Extra Strength (XS) multiwall shipping sack paper. 
This product is stronger and requires fewer plies in strength- 
demanding applications. Total production of XS grade in 1996 
was 26,245 tonnes. Principle markets included the Middle East 
and North and South America. The growth of this grade has 
helped to achieve higher average mill nets, as it commands a 
premium price in the marketplace. An expanded effort is 
underway in early 1997 to penetrate the European market. 

Improvements to the fibre screening system at the 
Eurocan Pulp & Paper mill in 1995 provided higher fibre utiliza- 
tion in 1996, which translated into reduced production costs. 
‘The new pulp washing line, which will become operational in 
1997, will further increase fibre utilization, improve product 


quality and lead to improvement in waste water quality. 


Pulp 

In response to the rapid decline in pulp prices, 
production at the QRP mill and the Slave Lake Pulp mill in 
1996 was about 50,000 tonnes below their combined 
capability. Their combined pulp output was 250,155 tonnes 
compared to 187,446 tonnes in 1995. The combined shipments 
from the two pulp mills amounted to 254,955 tonnes in 1996, 
compared to 169,851 tonnes in 1995. 

The expansion project at the Slave Lake Pulp mill 
which began in 1995 was substantially completed in the year. 
As a result of this project, production capacity increased by 
20,000 tonnes to 150,000 tonnes. The balance of the project will 
be completed in 1997, increasing capacity to 165,000 tonnes. 

The benchmark Northern Bleached Softwood Kraft 
price plummeted from US $1,000 per tonne in 1995 to 
US $500 in early 1996, settling at around US $580 in North 
America and US $560 in other markets for the second half of 
the year. Other pulp grades, including hardwood kraft and both 
softwood and hardwood BCTMP, experienced even sharper 
price declines. 

Towards the end of 1996 and in early 1997 there has 
been a distinct increase in order volumes, particularly in 
hardwood grades. This improved demand is hoped to result in 
higher prices and better mill nets by allowing more selective 


acceptance of orders. 
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Newsprint 

West Fraser's 50% share of production at the ANC mill 
in 1996 was 118,593 tonnes compared to 120,252 tonnes in 
1995. The slightly lower production was due to seven days 
downtime required for installation of a new headbox, which 
increased the mill’s annual capacity to 240,000 tonnes from 
235,000 tonnes. West Fraser's share of newsprint shipments 
was 117,493 tonnes in 1996, compared to 119,396 in 1995. 

Approximately 88% of the production was standard 
newsprint, with basis weights ranging from 45 gm/m? to 
48.8 gm/m3. The remaining production of 14,500 tonnes was 
Alberta Gold, a specialty rotogravure paper used in magazines. 

Average newsprint prices in 1996 were similar to those 
in 1995, although the trend was a decline, in contrast to a rising 


price trend in 1995. The high publisher inventories at the end 


LINERBOARD AND KRAFT 


of 1995 resulted in lower demand and downward price pressure, 


causing transaction prices to decline from US $765 per tonne at 


the beginning of 1996 to US $525 or even lower in December. 

At the end of 1995 MacMillan Bloedel Ltd. ceased to 
be the sales agent for ANC’s newsprint, which is now sold by a 
partnership owned by the owners of ANC to customers 
throughout North America. 

Following the successful completion of the 
construction of the ANC mill in 1990, the main contractor and 
ANC had a disagreement over the interpretation of certain of 
the construction agreements. The issue was litigated and the 
court awarded the contractor approximately $15 million, of 
which West Fraser's share is one-half and includes $2.1 million 
for interest which has been expensed. The judgment was paid 


in December 1996 and ANC has filed an appeal. 


NEWSPRINT 


PAPER PRODUCTION 


(thousands of tonnes) 
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Retail Home Improvement 
Retail sales for Revelstoke were $372.6 million for the 
year compared to $300.6 million in 1995. Operating earnings 
increased to $11.1 million compared to the previous year’s 
earnings of $5.3 million. 
OPERATING EARNINGS — 


RETAIL HOME IMPROVEMENT 


($ millions) 


SALES — RETAIL 
HOME IMPROVEMENT 


($ millions) 
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The economic factors affecting retail home 
improvement sales in western Canada improved in 1996, 
particularly in Alberta and Saskatchewan. Housing starts and 
real estate sales recovered from the low levels of 1995, which 
had a positive effect on sales in the latter half of 1996. Sales in 
British Columbia on a same-store basis increased, but at a 
much more modest rate than in Alberta and Saskatchewan, 
reflecting the slower retail recovery in British Columbia. 

Sales at the Revy Home & Garden division increased 
significantly as a result of the opening of two full-service 
warehouse stores in the Greater Vancouver area, and the 


benefit of the first full year of operations for the Kelowna and 
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Calgary stores. Retail sales in the Revelstoke Home Centre 
division also increased over 1995 levels. 

In January 1997 Revelstoke agreed to acquire the retail 
home improvement business of Lumberland Building Materials, 
comprising 17 stores in the lower mainland of British 
Columbia. The price of approximately $25 million includes the 
inventories, leasehold improvements and certain other assets 
of Lumberland and leases of the store premises. With this 
acquisition, Revelstoke will significantly increase its market 
presence in Greater Vancouver. The closing of the transaction is 


subject to, among other things, approval under the Competition 


Act (Canada), which is expected by March 1997. 


Daryle Skelton 
(Prince Rupert) 
Recreation advisory 
committee and 
sports first aid 
society. 


Narender Bhatti 
(Williams Lake) 
Tutor for English as 
a second language. 


Gordon Eaton 
(Vancouver) 
Participating in’ 

Terry Fox Run for 

16 years raising funds 
for cancer research. 


FINANCIAL REVIEW 

Earnings and Revenue Comparison 

Consolidated net sales for the year amounted to 
$1,641.8 million compared to $1,491.8 million in 1995. 

The increased revenues resulting from the first full year of 
operations of the Ranger assets and the sales growth in 

the retail operations were partially offset by a decline in pulp 
and paper revenues. 

Net earnings were $92.3 million or $3.11 per share on 
a fully diluted basis, compared to earnings of $95.8 million or 
$3.51 per share for 1995. The number of common shares 
outstanding at December 31, 1996, was 28,971,453 compared 
to 27,721,453 at the end of 1995, reflecting the issue of 
1,250,000 common shares on June 5, 1996. 

All three business segments contributed to the 
operating earnings of the Company. Operating earnings in the 
wood products division increased by 146% from 1995 levels, 
reflecting higher production and lumber prices. The pulp and 
the Eurocan operations incurred operating losses as a result 


of weak markets. In spite of declining prices, the newsprint 


operations continued to record strong earnings. Operating 
earnings from the retail business more than doubled from 
1995 levels. 

Amortization and selling, general and administrative 
expenses increased over 1995, largely as a consequence of the 
Ranger acquisition in the third quarter of 1995. 

On average, debt was $150.0 million higher in 1996 
than in 1995, contributing to a $5.4 million increase in interest 
expense over 1995. In addition, interest of $5.9 million 
($2.0 million in 1995) was capitalized in the construction of 
the WestPine MDF plant. Since most of the Company's debt 
bears interest at fixed rates, declining interest rates in 1996 
had little effect. 

At December 31, 1996, West Fraser had debt of 
$797 million, which was $71 million less than at the end of 
1995. Of this, $137 million bore interest at floating rates. The 
weighted average interest rate for the year on the floating-rate 
debt was 5.8% compared to 7.4% in 1995. The remainder had 
fixed interest rates ranging from 7.3% to 9.4%, which was 


unchanged from December 31, 1995. 


CASH FLOW FROM 


OPERATING ACTIVITIES 


($ millions) 


NET EARNINGS 


($ millions) 


NET SALES 
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Foreign Exchange 

Most of West Fraser's revenue is from the sale of forest 
products to international customers at prices denominated 
in foreign currencies. Revenue and earnings are therefore 
affected by changes in foreign exchange rates. In 1996 
approximately 70% of net sales was directly or indirectly based 
on the US dollar, 25% was in Canadian dollars and the balance 
in various other foreign currencies. With the exception of freight 
and other costs associated with export sales, the payment of 
interest on and repayment of principal of US dollar denominated 
debt, some purchases of machinery and operating materials, 
and certain purchases of retail merchandise, West Fraser's costs 
and expenses are in Canadian dollars. 

During the year the US dollar traded vis-a-vis the 
Canadian dollar at between Cdn $1.39 and Cdn $1.33. The 
range in 1995 was between Cdn $1.42 and Cdn $1.33. The 
average exchange rate for 1996 was Cdn $1.37 virtually 
unchanged from 1995. From time to time, West Fraser hedges 
its exposure to fluctuations in the exchange rate through the 
use of various forward currency contracts. West Fraser entered 
into several such contracts during 1996 for amounts averaging 
US $15 million per month. At December 31, 1996, West Fraser 
had outstanding exchange options expiring September 1999 
that allow it to sell a maximum of US $14 million at an average 
exchange rate of 1.36 if the US dollar averages less than 
Cdn $1.36 during the relevant option periods or require it to 
sell a maximum of US $28 million at an average exchange rate 
of 1.37, if the US dollar averages more than Cdn $1.37 during 


the relevant option periods. 


Capital Structure 

The capital of West Fraser is comprised of debt and 
shareholders’ equity. The debt consists of short- and long-term 
debt and non-recourse debt. 

On June 5, 1996, the Company issued 1,250,000 
common shares by private placement for proceeds of 
$40,625,000, which were used to reduce short-term debt. 

On May 18, 1996, a US $50 million long-term loan 
matured, and was replaced with a similar loan due in 1998 
bearing interest at floating rates. 

All of West Fraser's short-term and long-term debt, 
other than non-recourse debt, is unsecured and ranks equally 
in right of payment. The non-recourse debt is secured by the 
assets of ANC. West Fraser's fixed-interest term debt is rated by 


leading rating agencies as follows: 


: 


Agency Rating © 
Moody's BAA 3 © 
Standard & Poors BBB - 
Duff & Phelps BBB - | 
Canadian Bond Rating Service 


At December 31, 1996, the ratio of West Fraser's total 
debt, less cash, to total capitalization was .48 compared to .54 


at the end of 1995. 


SHAREHOLDERS’ 
EQUITY (¢ millions) 


A (low) | 
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Capital Requirements And Liquidity 

West Fraser's annual cash requirements, other than for 
operating purposes, include interest on and repayment of debt, 
payment of dividends and capital asset additions. In years in 
which no major acquisition is undertaken, cash provided by 
operations has been sufficient to meet these requirements. 
Capital additions in 1996 were funded from cash provided by 
operations, by a share issue, and by temporarily accessing 
operating lines of credit. 

In 1996 capital asset additions amounted to $219.5 
million compared to $554.1 million in 1995. The 1996 amount 
_ includes $98.1 million spent on completion of the WestPine 
MDF piant. The remainder was spent on various business 
improvements and capital replacements in each of the 
business segments. 

West Fraser plans to spend approximately $165 million 
on capital asset additions in 1997, mostly on business 
improvements, capital replacements and the Lumberland 
acquisition. Approximately $33 million is for projects which 
were in progress at the end of 1996. 

No repayment of long-term debt is required in 
1997. West Fraser's share of the scheduled repayment of the 
non-recourse debt is $14.0 million. An additional cash flow 
dependent repayment of non-recourse debt is due March 31. 

West Fraser intends to meet all of its cash 
requirements in 1997 for planned capital additions, interest, 
“non-recourse debt repayment and dividends with funds 
generated from operations and, if required, from short-term 
borrowing. At December 31, 1996, it had unused operating 


lines of credit of approximately $250 million. 


CAPITAL ASSET ADDITIONS (¢ millions) 


1996 1995 
Wood products $146.8 $313.2 
Pulp and paper 47.0 W772 
Revelstoke 25.3 63.5 
Corporate 0.7 O72 
Total $219.8 $554.1 


Earnings Sensitivity 

West Fraser's earnings are sensitive to changes in 
world economic conditions, primarily those in North America, 
Europe and the Far East. Most of its revenues are from sales of 
commodities for which prices are sensitive to variations in 
supply and demand. Since most of these sales are in foreign 
currencies, mainly in US dollars, currency exchange fluctuations 
are a sensitivity factor. 

West Fraser's principal cost for raw materials is for 
logs. The stumpage charges on logs derived from its long-term 
timber tenures are partially indexed to the market price of 
lumber, both in British Columbia and in Alberta, although each 
province follows a different market index and a different policy 
to make changes to stumpage. The prices paid for logs 
obtained in the open market are the result of competitive 
bidding between mills seeking incremental volumes. 

West Fraser is a significant electrical power consumer. 
Changes in the prices and terms of the supply contracts with 
various utilities and a third party can have a significant effect 
on earnings. 

Interest rates, particularly in the United States, have a 
significant effect on house construction activity, which in turn 


influences the demand for and price of lumber. 


: REVIEW 
SECTION 3 - MANAGEMENT’S DiscusSION & ANALYSIS OF FINANCIAL CONDITION AND RESULTS FROM OPERATIONS: FINANCIAL 45 


The following table shows the annual after tax effect on earnings of certain key variables, based on expected 1997 


production, sales and usage. 


SENSITIVITY TO KEY VARIABLES 


Factor 


Lumber price 

MDF price 

BCTMP price 

Linerboard price 

Kraft paper price 
Newsprint price 

US - Cdn $ exchange rate 
Log cost 


Electricity price 


BUSINESS OUTLOOK 

The softwood lumber agreement between Canada and 
the United States, which became effective April 1, 1996, is 
designed to reduce the volume of lumber shipped to the 
United States from Canada by imposing an export duty on 
lumber shipped in excess of stipulated volumes. 

The quota system affects the lumber markets in a 
number of ways. First, all producers are attempting to find 
alternative markets for all or part of the production which 
would be subject to export tax if shipped to the United States. 
This has the effect of reducing U.S. lumber supply to the extent 
that domestic U.S. production does not fill the void. As already 
seen in 1996, the expected reduction in Canadian lumber 
supply appears to have contributed to higher lumber prices. 
Second, the quota system, which is applied on a quarterly 
basis, appears to have increased the price volatility of lumber. 


Third, there could be significant curtailments in lumber 


Variation Change in Earnings 


US $50 change per Mfbm $37.5 million 
US $50 change per Msf $ 8.0 million 
US $50 change per tonne $10.0 million 
US $50 change per tonne $12.5 million 
US $50 change per tonne $ 4.5 million 
US $50 change per tonne $ 4.5 million 
US $0.01 change per Cdn $ $10.0 million 
$10 change per m? $35.0 million 
10% change $ 3.5 million 


production if alternative markets cannot be found for Canadian 
lumber and the market price of lumber in the United States is 
at a level which does not allow Canadian lumber manufacturers 
to absorb penalty export duties. 

In spite of the lumber quota, low chip prices, high 
stumpage charges, and cost increases brought about by the 
rigid application of the Forest Practices Code of B.C., West 
Fraser's low cost position should enable its lumber operations 
to continue to generate positive earnings. 

| However, in the coastal northwest area of British 
Columbia, wood costs and wood quality are such that profitable 
operations on a sustained basis are difficult to achieve unless 
industry and government cooperate in finding a solution to the 


inherent problems of the area. 


ha > 
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Since the WestPine MDF plant is not expected to reach 
its design capacity before the second half of 1997 and as the 
price levels for MDF are generally unsatisfactory, this plant is 
not expected to be profitable in its first full year of operation. 

The swings in the price levels of pulp and many other 
paper and board products in the past few years appear to have 
been caused mainly by changes in inventories held by the end- 
users of these products. As price expectations for most of these 
products are moderate, there appears to be no significant 
pressure on buyers either to build up or to liquidate their 
inventories. Accordingly, more stable pricing for these products 
can be expected. However, unless these prices improve from 
the current depressed levels, West Fraser's pulp operations, 
even at the expected full capacity levels of production, will be 
hard pressed to achieve acceptable earnings. 

Linerboard responded positively in the second half 
of 1996 to the increased economic activity in North America. 

In most markets Eurocan Pulp & Paper was able to increase 
its linerboard price. However, the price gains realized in 1996 
were, in many cases, reversed in early 1997. In spite of the 
good order book, it is not likely that price increases can now 
be implemented before summer. 

Due to the pricing of high quality kraft paper, the 
profitability of Eurocan Pulp & Paper is significantly dependent 
on its ability to produce and sell the maximum volume of that 
grade. While demand for kraft paper in overseas markets Is 
improving, it appears that lower-priced light-weight linerboard 
orders are required to supplement kraft paper output to allow 


full production at the Kitimat mill. 


Newsprint market sentiments appear to have changed 
in early 1997, and prices are likely to rebound to over US $600 
per tonne by the end of 1997. With improving pricing, the ANC 
mill should continue to do well in 1997. 

The recovery in retail sales which started in 1996 is 
continuing. Both the Revy warehouse stores and the smaller 
stores should benefit from this recovery and are expected to 
record stronger sales and improved margins. 

The greatly expanded market share in the Greater 
Vancouver area that will result from the Lumberland acquisition 
will improve the effectiveness of advertising and will allow 
all stores to be operated at lower overhead costs. While the 
integration of the Lumberland stores will result in some one- 


time costs in 1997, overall Revelstoke results should show a 


marked improvement over 1996. 
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Tomas Schulz 
(Fraser Lake) 
Ambulance driver; 
paramedic; first aid 
attendant. 


Cheryl McEwen 
(Williams Lake) 
Women in Timber 
Association. 


Greg Smith (Kitamat) 
Deputy Chief Councillor 
of the Kitamat Village 
Council; President 

of Kitamat Village 
Athletic Club. 


GLOSSARY OF INDUSTRY TERMS 


The following are definitions of certain terms used throughout 


this Annual Report: 


AAC means allowable annual cut, being the volume of timber 


that may be harvested annually from a specific timber tenure; 


BCTMP means bleached chemi-thermomechanical pulp; 


DIMENSION LUMBER means standard commodity lumber 


ranging from 1 x 3’s to 2 x 12's, in varying lengths; 


FOREST LICENCE means a licence granted by the Ministry of 
Forests of British Columbia which entitles the holder to cut a 


specified volume of timber on specified lands; 


FOREST MANAGEMENT UNIT means an area of forest land 
designated by the Minister of Environmental Protection of 


Alberta as a management unit; 


FMA means a forest management agreement granted by the 
Alberta government which entitles the holder to establish, grow 


and harvest timber on specified lands; 


M3 means a solid cubic metre, a unit of measure for timber, 


| equal to approximately 35 cubic feet; 


MDF means medium density fibreboard, a composite wood 


product made from wood residue; 


MFBM means one thousand board feet (equivalent to one 
thousand square feet of lumber, one inch thick), and MMfbm 


means one million board feet; 


MSF is a unit of measure for MDF equal to one thousand 
square feet on a 3/4 inch basis, and MMsf means one million 


square feet on a 3/4 inch basis; 


SUSTAINED YIELD means the yield that a forest can produce in 
perpetuity at a given intensity of management without impairment 
of the land's productivity, with the intent that there will be balance 


between timber growth and harvesting on a sustainable basis; 


TFL means a tree farm licence granted by the Ministry of 
Forests of British Columbia to a licencee who undertakes to 
manage an area of timberland to yield an annual harvest on a 


sustained yield basis; 


TIMBER SUPPLY AREA means an area of forest land designated 
by the Ministry of Forests of British Columbia and allocated an 


AAC from which non-area based timber tenures are granted; 


TONNE is a unit of weight in the metric system equal to 1,000 


kilograms or approximately 2,204 pounds; 


WOOD RESIDUE means wood chips, shavings and sawdust 


produced by a sawmill. 
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FINANCIAL AND CORPORATE 


RESPONSIBILITY OF MANAGEMENT 


The management of West Fraser Timber Co. Ltd. is 
responsible for the preparation as well as the integrity of the 
accompanying consolidated financial statements and all related 
financial data contained in the annual report. The consolidated 
financial statements have been prepared by management in 
accordance with accounting principles generally accepted in 
Canada and necessarily include amounts which represent the 
best estimates and judgments of management. The Company 
has developed and maintains a system of internal accounting 
controls designed to provide reasonable assurance that assets 
are safe-guarded and that transactions are executed in 
accordance with management's authorizations. 

The consolidated financial statements have been 
examined by the Company's auditors, Coopers & Lybrand, who 
have issued their report thereon. 

The Board of Directors is responsible for ensuring that 
management fulfills its responsibilities for financial reporting 
and internal control. The Board exercises its responsibilities 
through the Audit Committee comprised of five Directors, none 
of whom is an officer or employee of the Company. The 
Committee meets from time to time with management and the 
Company's auditors to review the financial statements and 
matters relating to the audit. The Company's auditors have full 
and free access to the Audit Committee. The Audit Committee 
reports its findings to the Board of Directors for consideration 
in approving the consolidated financial statements for issuance 


to the shareholders. 


is) SECTION 4 - 


INFORMATION 


AUDITORS’ REPORT 


To the Shareholders of West Fraser Timber Co. Ltd. 


We have audited the consolidated balance sheets of 
West Fraser Timber Co. Ltd. as at December 31, 1996 and 1995 
and the consolidated statements of earnings, retained earnings 
and changes in financial position for the years then ended. 
These financial statements are the responsibility of the 
company’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial 
statement presentation. 

In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position of 
the company as at December 31, 1996 and 1995 and the 
results of its operations and the changes in its financial position 
for the years then ended in accordance with generally accepted 
accounting principles. As required by the British Columbia 
Company Act, we report that, in our opinion, these principles 


have been applied on a consistent basis. 


Oysc a kubiol 


Vancouver, B.C. 


January 28, 1997 
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CONSOLIDATED BALANCE SHEETS 


As at December 31 
(in thousands of Canadian dollars) 


1996 1995 
ASSETS 
Current Assets 
Cash (note 9) $ 9,237 $ 10,630 
Accounts receivable 155,515 179,528 
Inventories (note 4) 375,235 363,697 
Prepaid expenses 9,830 8,630 
549,817 562,485 
Other Assets (note 5) 13,202 17,196 
Capital Assets (note 6) 1,415,915 15522575 
Deferred Charges (note 7) 23,203 22,545 
$2,002,137 $1,924,801 
_ LIABILITIES 
Current Liabilities 
Bank indebtedness $ 12,013 $ 61,688 
Accounts payable and accrued 
liabilities 202,420 196,739 
Current portion of long-term debt - 68,200 
Current portion of non-recourse debt 14,030 9,551 
228,463 336,178 
Long-term Debt (note 8) 650,349 578,919 
| Non-recourse Debt (note 9) 120,402 149,480 
Reforestation Obligation 34,000 24,525 
Deferred Income Tax 128,546 112,096 
1,161,760 1,201,198 
~SHAREHOLDERS’ EQUITY 
Share Capital (note 10) 330,157 289,532 
Retained Earnings 510,220 434,071 
840,377 723,603 
$2,002,137 $1,924,801 


Approved by the Directors 


Y Oe 


Director 


Director 
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CONSOLIDATED STATEMENTS OF EARNINGS 
AND RETAINED EARNINGS 


: For the Years Ended December 31 
(in thousands of Canadian dollars, except per share amounts) 


Basic $ 3.16 $ 3.54 } 


1996 1995 
EARNINGS 
Net Sales $1,641,829 $1,491,789 
Costs and Expenses 
Cost of products sold 1,262,772 1,128,918 
Amortization of capital assets 113,475 95,210 
Selling, general and administrative 66,363 63,766 
1,442,610 1,287,894 
Operating Income 199,219 203,895 | 
Other Income (Expenses) 
Interest expense (note 13) (58,180) (52,732) | 
Amortization of deferred foreign exchange loss (3,174) (4,358) | 
Other 456 5,457 | 
Earnings Before Income Taxes 138,321 152,262 | 
Provision for Income Taxes (note 14) 
Current 29,583 55,723 
Deferred 16,450 691 
46,033 56,414 | 
Net Earnings $ 92,288 $ 95,848 
Net Earnings per Common Share | 
1 
f 


Fully diluted $ 3.11 $ SDI 


RETAINED EARNINGS 


Balance - Beginning of Year | $ 434,071 $352,829 
Net Earnings 92,288 95,848 
526,359 448,677 
Dividends 
Preferred shares (2,494) (1,120) 
Common shares (13,045) (10,730) 
Share Issue Costs (600) (2,756), 
Balance - End of Year $ 510,220 $ 434,071 | 
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CONSOLIDATED STATEMENTS OF 
CHANGES IN FINANCIAL POSITION 


For the Years Ended December 31 
(in thousands of Canadian dollars) 


1996 1995 
CASH PROVIDED FROM (USED FOR) 
Operating Activities 
Net earnings $ 92,288 $ 95,848 
Add (deduct) non-cash items — 
Amortization of capital assets 113,475 95,210 
Amortization of deferred foreign exchange loss 3,174 4,358 
Deferred income tax 16,450 691 
Change in reforestation obligation , 9,475 250 
Other 2,857 (3,088) 
= 237719 7 —- 193,269 
Changes in non-cash working capital items (note 15) 16,956 (8,074) 
i. 9 S365 185,195 
Financing Activities ig 
Proceeds from long-term debt 68,100 685,665 
Repayment of long-term debt (68,100) (347,810) 
Repayment of non-recourse debt (25,105) (22,607) 
Dividends (15,539) (11,850) 
Proceeds from share issuances 40,625 110,175 
Other (600) —p Gos (5,601) 
oe (619) 407,972 
Investing Activities 
Capital asset additions (219,750) (197,904) 
Proceeds from disposal of capital assets 15,082 12,022 
Decrease (increase) in other assets (1,106) 2,033 
Acquisitions (note 2) 7 ee (404,884) 
: (205,774) (588,733) 
Decrease in Indebtedness 48,282 4,434 
Indebtedness - Beginning of Year 7 a ___ (61,058) _ (55,492) 
Indebtedness - End of Year $ (2,776) $ (51,058) 
Represented by: 
Cash $ 9,237 $ 10,630 
Bank indebtedness ; (12,013) — nn toe!) 
$ (2,776) $ (51,058) 


I 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 
(in thousands of Canadian dollars except where indicated) 


1. SIGNIFICANT ACCOUNTING POLICIES 
The company follows accounting principles generally 


accepted in Canada. 


Principles of Consolidation 

The consolidated financial statements include the 
accounts of the company and its subsidiaries, all of which are 
wholly owned. Principal operating subsidiaries are West Fraser 
Mills Ltd. and Revelstoke Home Centres Ltd. 

Investments in and operations of the company’s joint 
ventures are accounted for by the proportionate consolidation 


method. 


Use of Estimates 

The preparation of financial statements in conformity 
with generally accepted accounting principles requires 
management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities, and the 


disclosure of contingent assets and liabilities, and the reported 


amounts of revenues and expenses during the reporting period. 


Actual results could differ from those estimates. 

The company harvests timber under various provincial 
tenures. Estimated future reforestation obligations are charged 
to earnings based on the volume of timber harvested. Actual 
costs of reforestation in excess of the estimate, if any, are 


charged to earnings when incurred. 


Foreign Currency Translation 

Monetary assets and liabilities in foreign currencies, 
including long-term debt, are translated into Canadian dollars 
at the exchange rates prevailing at the end of the year. Other 
assets and liabilities and income and expense items are 
translated at the exchange rates prevailing on the transaction 


dates. Resulting exchange gains or losses are included in 
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earnings except for unrealized foreign exchange gains and 
losses on long-term debt, which are deferred and amortized 
over the term of the related debt or reflected in earnings when 


the debt is repaid. 


Inventories 

Inventories of processing materials and supplies and 
raw materials are valued at the lower of average cost and 
replacement cost. Inventories of manufactured products and 
retail goods are valued at the lower of average cost and net 


realizable value. 


Capital Assets 

Capital assets are stated at cost, which, for major 
manufacturing assets under construction, includes dapfalized 
interest and preproduction and start-up costs. Expenditures for 
additions, improvements and renewals are capitalized. 


Expenditures for maintenance and repairs are charged to 


earnings. Upon retirement, disposal or destruction of assets, the - 


cost and related amortization are removed from the accounts 


and any gain or loss is reflected in earnings. 


Amortization 

Amortization is provided to reduce the original cost of 
capital assets to estimated residual values over their useful 
lives. The company employs the units-of-production basis for 
amortization of the newsprint mill. All other capital assets are 
amortized on a straight-line basis. 

The rates of amortization being applied are intended 
to amortize the assets, including the newsprint mill at normal 


production levels, over the following periods: 


} 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 
(in thousands of Canadian dollars except where indicated) 


Buildings - 
Pulp and paper 20 - 40 years 
Wood products 10 - 25 years 
Retail stores 20 - 40 years 
Manufacturing machinery and equipment 10 - 20 years 
Retail equipment and fixtures 3 - 10 years 
Computers, mobile equipment and other 3 - 10 years 
Goodwill 3 years 


Costs of logging roads are amortized on the basis of 
timber harvested. The cost of timber rights is amortized over 
the life of the rights on the basis of timber harvested. 

Deferred financing fees are amortized over the term of 


the related debt. 


2. ACQUISITIONS 

Subsequent Event 

After year end, the company entered into an agree- 
ment to purchase the retail home improvement business and 
assets of Lumberland Building Materials. The acquisition is 
subject to approval under the Competition Act (Canada). The 


purchase price payable on closing is estimated to be $25,000,000. 


Year Ended December 31, 1995 


On August 25, 1995, the company acquired the forest 


_ products businesses and assets of Alberta Energy Company Ltd. 


The businesses acquired consist of a sawmill, medium 


_ density fibreboard plant, pulp mill and various timber tenures, 


all of which are located in north-central Alberta. These 
businesses operate under the names Blue Ridge Lumber 


(1981) Ltd., Ranger Board and Slave Lake Pulp. 


The acquisition has been accounted for by the 
purchase method and the results of operations have been 
consolidated with those of the company from the date of 


acquisition. 


Net assets acquired at fair values: 


Working capital $ 46,774 
Capital assets 347,054 
Other assets 8,100 
Reforestation obligation (8,419) 
Cash consideration $393,509 


On April 1, 1995, the company acquired a 31.58% 
interest in Decker Lake Forest Products Ltd. (Decker Lake). The 
acquisition has been accounted for by the purchase method 
and the results of operations have been proportionately 
consolidated with those of the company from the date of 


acquisition. 


Net assets acquired at fair values: 


Working capital $ 2,264 
Capital assets 9,111 
Cash consideration $11,375 


3. INVESTMENTS IN JOINT VENTURES 

The company’s joint ventures consist of Quesnel River 
Pulp Company (50%), Alberta Newsprint Company (ANC) 
(50%), Houston Forest Products Company (50%) and Babine 
Forest Products Company (31.58%) which includes Decker 
Lake since April 1, 1995. The company’s proportionate share of 
assets, liabilities, revenues and expenses of the joint ventures 


is as follows: 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 
(in thousands of Canadian dollars except where indicated) 


3. INVESTMENTS IN JOINT VENTURES (Continued) The company has business transactions with certain of 
1996 1995 its joint venture participants and corporations related to these 
ASSETS participants. All transactions are at market prices and on 
Current Assets normal business terms. 
Cash $ 9,237 $ 10,630 
Accounts receivable 28,987 36,246 4. INVENTORIES 
Inventories 34,603 36,467 1996 1995 
Other 1,843 1,860 Logs and wood chips $118,868 $110,103 
74,670 85,203 Lumber and fibreboard 68,610 57,050 
Capital Assets 248,450 274,520 Pulp and paper 57,499 66,312 
Other 9,001 10,791 Retail products 88,257 86,869 
$332,121 $370,514 Processing materials and supplies 42,001 43,363 
$375,235 $363,697 
LIABILITIES 
Current Liabilities 5. OTHER ASSETS 
Accounts payable and accrued 1996 1995 
liabilities $ 31,157 $959) 127, Investments, at equity $ 4,704 $ 5,765 
Current portion of non-recourse debt 14,030 9,551 Investments, at cost 803 172 
45,187 48,678 Advances for timber and 
Non-recourse Debt 120,402 149,480 timber deposits 6,006 8,887 
$165,589 $198,158 Non-interest-bearing loans 
to employees 747 488 
REVENUE AND EXPENSES Goodwill 942 1,884 
Net Sales $254,956 $288,276 : $13,202 $17,196 
Cost of products sold 170,242 174,741 
Amortization 21,005 20,714 
Other 29,437 25,92. 
220,684 221,427 
Earnings Before Income Tax $34,272 $ 66,849 


CASH PROVIDED FROM (USED FOR) 
Operating Activities $ 61,229 $ 84,629 
Bi ON a a nt Sa ee 


Financing Activities $ (25,105) $ (22,607) 
a a 


Investing Activities $ (12,070) $ (10,144) 
ea ha! ee 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 
(in thousands of Canadian dollars except where indicated) 


6. CAPITAL ASSETS 8. LONG-TERM DEBT 


1996 1996 1995 


Net book US $50 million term bank facility 
Cost Amortization value 


5 due May 18, 1998 (1995 - due 
Pulp and paper mills $1,105,968 $442,923 $ 663,045 

May 18, 1996); interest at floating 
Wood product mills 637,223 260,106 377,117 


rates based on LIBOR $ 68,530 $68,200 
Timber rights and 


timberlands 232,601 82,116 150,485 
US $125 million notes due June 30, 
Retail stores and 
: 1999 to 2004; interest at 8.44% 171,325 170,500 
equipment 157,100 35,079 122,021 


A 


Land 103,247 ms 103,247 


US $125 million term notes due 
$2,236,139 $820,224 $1,415,915 


2002; interest at 7.25% 171,104 170,248 
1995 
US $125 million term notes due 
Net book 
Cost Amortization value 2005; interest at 7.50% 170,860 169,971 


Pulp and paper mills $1,070,946 $393,002 $ 677,944 


Wood product mills 482,038 232,923 249,115 US $50 million revolving notes due 
Timber rights and two years after notice; interest at 
timberlands 203,567 65,469 138,098 floating rates based on LIBOR 68,530 68,200 
Retail stores and 650,349 647,119 
equipment 134,224 29,002 105,222 Less: Current portion - 68,200 
Land 103,036 = 103,036 $650,349 $578,919 
Mill under construction 49,160 - 49,160 


$2,042,971 S720'S596mmEES lpo22-ov> All long-term debt is unsecured. 


Principal repayments for the next five years are: 


7. DEFERRED CHARGES 1997 $ - 
1996 1995 1998 68,530 
Deferred foreign exchange loss $10,157 © $10,123 1999 37,692 
Deferred pension costs 9,978 8,886 2000 34,265 
Deferred financing fees 3,068 3,536 2001 34,265 
$23,203 $22,545 Thereafter 475,597 


$650,349 


ee 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 
(in thousands of Canadian dollars except where indicated) 


9. NON-RECOURSE DEBT Repayments of principal consist of predetermined 
1996 1995 mandatory payments, which under certain circumstances can 
Term bank loans maturing be deferred, plus supplementary payments, which are 
January 31, 2003 $ 65,084 $67,618 calculated as a percentage of ANC excess cash flow, x defined. 
Term bank loans maturing The company’s share of mandatory principal repayments for 
April 30, 2004 69,348 91,413 the next five years is: 
134,432 SEHOES|: S97, $ 14,030 
Less: Current portion 14,030 9,551 1998 13,530 
$120,402 $149,480 1999 20,918 
2000 20,918 
Of the company’s share of non-recourse debt, 2001 20,918 
$23,958,000 (1995 - $43,239,000) currently bears interest Thereafter 44,118 
based on bankers’ acceptance rates and prime lending rates. $134,432 


Of the remainder, $109,649,000 (1995 - $109,120,000) (US 
$80,000,000) is covered by interest rate swap agreements 
which fix the interest rates at 9.41% to January 1998. The 
balance of $825,000 (US $602,000) (1995 - $6,672,000) bears 
interest based on LIBOR. 

All assets and agreements related to ANC are pledged 
as security for the debt and $69,848,000 (1995 - $82,904,000) 
of the outstanding debt is unconditionally guaranteed as to 
principal and interest by the Province of Alberta. The rights of 
the lenders and the Province of Alberta to recover are limited 
and restricted to their rights to realize upon the mortgaged and 
pledged assets, with no recourse against other assets of the 
company. The company’s share of ANC cash of nil (1995 - 
$3,881,000) may be distributed to co-owners in accordance 


with the loan agreement. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 
(in thousands of Canadian dollars except where indicated) 


10. SHARE CAPITAL 


Authorized - 


10,000,000 preferred shares, issuable in series, without par value 


50,000,000 common shares without par value 


20,000,000 Class B common shares without par value 


Issued - 
1996 

No. of 

shares Amount 
Series | preferred shares 1,250,000 i $ 49,875 
Common shares 23,738,490 283,133 
Class B common shares 5,972,508 599 

29,710,998 283,732 
Shares owned by a subsidiary (739,545) (3,450) 
Total common shares 28,971,453 280,282 
Total share capital $330,157 
1995 

No. of 

shares Amount 
Series | preferred shares 1,250,000 $ 49,875 
Common shares 22,488,490 242,508 
Class B common shares 5,972,508 599 

28,460,998 243,107 

Shares owned by a subsidiary (739,545) (3,450) 
Total common shares 27,721,453 239,657 
Total share capital $289,532 


Share Capital Transactions During 1996 


On June 5, 1996, the company issued 1,250,000 


common shares at $32.50 per share for proceeds of $40,625,000. 


Share Capital Transactions During 1995 

The authorized share capital of the company was 
increased by 10,000,000 preferred shares, 1,250,000 of which 
were designated as 5% Series | Cumulative Convertible 
Redeemable preferred shares (Series 1 preferred shares). 

A shareholder exchanged 2,000 Class B common 
shares for 2,000 common shares of the company. 

On March 10, 1995, the company issued 2,423,686 
common shares, comprising a stock dividend of one common 
share for each 10 common shares and for each 10 Class B 
common shares outstanding. 

On July 11, 1995, the company issued 1,800,000 
common shares at $33.50 per share for proceeds of $60,300,000. 

On July 21, 1995, the company issued 1,250,000 


preferred shares at $39.90 per share for proceeds of $49,875,000. 


Rights and Restrictions 

Series 1 Preferred Shares 

The Series 1 preferred shares have a fixed cumulative 
preferential cash dividend at a rate of 5% per annum payable 
quarterly. 

Each preferred share is convertible at the option of the 
holder at any time before July 31, 2002, into one common 
share, subject to certain anti-dilution provisions. 

Subject to the conversion right, each Series 1 preferred 
share is redeemable by the company in certain circumstances 
before July 31, 2000 and unconditionally on or after that date 
and, if still outstanding, must be redeemed on July 31, 2002. 
The redemption price per share of $39.90 plus accrued unpaid 
dividends may, at the company’s election, on redemption after 
July 30, 2000 be paid by the issue of common shares at the 


current market price. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 
(in thousands of Canadian dollars except where indicated) 


10. SHARE CAPITAL (continued) 

Common Shares 

Common shares and Class B common shares are 
equal in all respects except that each Class B common share 


may at any time be exchanged for one common share. 


Dividends Payable 
Dividends declared and unpaid at December 31, 1996 
amounted to $3,621,432 (1995 - $3,400,767) and are included 


in accounts payable and accrued liabilities. 


Stock Options 

The company has a share option plan for its directors 
and officers. Options to purchase 301,121 common shares of 
the company are outstanding at December 31, 1996 (1995 - 
166,371). The options are subject to certain vesting provisions 
and are exercisable at prices ranging from $29.125 to $34.92 
per common share and expire on the tenth anniversary of the 
grant of the option. The outstanding options expire at various 


times between 2004 and 2006. 


11. COMMITMENTS 

Operating Leases 

The company is committed to payments under certain 
operating leases for equipment, land, buildings and office 
space. Minimum payments required under these leases in each 


of the next five years are: 


SKEW / $ 5,350 
1998 3,422 
1999 2,392 
2000 1,671 
2001 1,454 
Thereafter 5,173 

$19,462 


Pension Plans 

The company maintains non-contributory, defined- 
benefit pension plans covering a significant portion of its 
employees. These plans provide pensions based on length of 
service and, in some cases, earnings and length of service. 

Pension expense includes the amortization of past 
service liabilities and experience gains and losses. Amortization 
is on a Straight-line basis over the expected average remaining 
service life of each employee group. 

As at December 31, 1996, the actuarial calculation of 
the total present values of accrued pension benefits and the 
market-related value of net assets available to provide these 


benefits are as follows: 


1996 1995 
Accrued pension benefits $115,379 $90,265 
Pension fund assets $114,992 $96,953 


Other full-time employees are covered by various 
defined contribution pension plans. 

The company has entered into agreements with 
certain senior officers pursuant to which the company has an 
unfunded liability to pay each of them a supplementary 
retirement benefit in certain circumstances. The unfunded 
liability of the company under these agreements as at 
December 31, 1996, assuming retirement of each officer at 
normal retirement age, was $3,209,300 (1995 - $1,510,200) 


and is included in the above accrued pension benefits. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 
(in thousands of Canadian dollars except where indicated) 


12. FINANCIAL INSTRUMENTS Foreign Exchange Contracts 


Fair Values The Company has entered into a series of foreign 


The recorded amounts for cash, accounts receivable, exchange contracts expiring September 1999 that may require 


bank indebtedness and accounts payable and accrued liabilities _it to sell up to a U.S. $1,000,000 per month, to a maximum of 


approximate fair values based on the short maturity of those U.S. $28,000,000. 
instruments. 

The fair value of term notes is based on quoted 13. INTEREST EXPENSE 
market values. For the floating rate component of long-term 1996 1995 
debt (US $100 million) and non-recourse debt ($24.8 million), Long-term debt $48,171 $34,386 
fair value is estimated to be book value. The ‘fair value of the Non-recourse debt 14,813 15/253 
remainder of the company’s long-term debt and non-recourse Current, net 1,090 5,086 
debt is estimated as the book value, adjusted for the premium 64,074 54,725 
or discount required to provide a yield on the debt which is Less: Interest capitalized to mills 
equal to current rates for debt of similar terms and remaining under construction 5,894 1,993 
terms to maturity. $58,180 $52,/52 

1996 
Book value Fair value 


Long-Term Debt (note 8) 


Term notes $341,964 $340,893 

Other 308,385 320,512 

$650,349 $661,405 

Non-recourse debt (note 9) $134,432 $137,842 
SS}5) 

Book value Fair value 


Long-Term Debt (note 8) 


Term notes $340,219 $340,219 
Other 306,900 321,410 
$647,119 $661,629 
Non-recourse debt (note 9) $159,031 $166,587 
ees 12 Sa a NS ee See 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 


14. INCOME TAXES 


The company’s effective tax rate is as follows: 


1996 
Amount % 
Federal income tax $38,730 28.0% 
Provincial income taxes 22,408 16.2 
Manufacturing and 
processing allowance (8,991) (6.5) 
Large corporations tax 2,725 2.0 
Benefit of loss carryforwards 
not previously recognized (11,481) (8.3) 
Permanent differences and other 2,642 1.9 
$46,033 33.3% 
1995 
Amount % 
Federal income tax $42,633 28.0% 
Provincial income taxes 24,395 16.0 
Manufacturing and 
processing allowance (10,658) (7.0) 
Large corporations tax 2,749 1.8 
Benefit of loss carryforwards 
not previously recognized - = 
Permanent differences and other (2,705) (157) 
$56,414 37.1% 


(in thousands of Canadian dollars except where indicated) 


15. CHANGES IN NON-CASH WORKING CAPITAL ITEMS 


The changes in non-cash working capital represent a 


source (use) of cash as follows: 


Accounts receivable 
Inventories 

Prepaid expenses 
Accounts payable and 


accrued liabilities 
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$24,013 
(11,538) 


(1,200) 


5,681 


$16,956 


1995 
$36,620 
(22,719) 


PLP 


(22,247) 


$ (8,074) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


For the Years Ended December 31, 1996 and 1995 
(figures in table are in millions of Canadian dollars) 


16. SEGMENTED INFORMATION 


Wood Retail home 
products Pulp and paper improvement Consolidated 
1996 95 1996 1995 1996 1995 1996 1995 
By industry segment - 
Net sales at market prices - 
To external customers $830.7 $642.8 $438.5 $5484 $372.6 $300.6 $1,641.8 $1,491.8 
To other segments 71.1 83.5 - - - = 


$901.8 $726.3 $438.5 $548.4 $372.6 $300.6 
ee ee 


Segmented operating income ‘$173.9 $707 $160 $1292 $11.1 $5.3 $ 201.0 $ 205.2 
Non-segment expenses 1.8 1.3 
Operating income $ 199.2 $ 203.9 
Segmented identifiable assets $805.8 $684.7 $855.4 $922.7 $318.0 $302.5 $1,979.2 $1,909.9 
Non-segment 22.9 14.9 
Total assets $2,002.1 $1,924.8 
Segmented amortization $ 52.2 $422 $52.2 £$ 464 $8.3 $$ 63 $ 112.7 $ 94.9 
Non-segment 0.8 0.3 
Amortization of capital assets $ 113.5 9 952 
Segmented capital asset additions $146.8 $313.2* $ 47.0 SI772* $25.5. 5) 65:595$ 9219.1 $555.9 
Non-segment 0.7 0.2 
Capital asset additions $ 219.8 $ 554.1 


Sales by geographic area - 


Net sales to external customers - 


U.S.A. $549.7 $387.7 $120.2 $137.0 $ 6.1 $ 5.9 $ 676.0 $ 530.6 
Canada 219.0 205.0 38.2 62.1 366.5 294.7 623.7 561.8 
Europe = 0.3 100.0 131.5 = = 100.0 131.8 
Far East 61.3 49.4 96.4 167.6 = = 157.7 217.0 
Other ~ 0.7 0.4 83.7 502 cas = 84.4 50.6 


$830.7 $642.8 $438.5 $548.4 $372.6 $300.6 $1,641.8 $1,491.8 
ee 


*Includes acquisitions (note 2) 
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TEN-YEAR REVIEW 


FINANCIAL 7 1996 1995 1994 1993 1992 


SALES & EARNINGS (6 millions) 


Net Sales 1,641.8 1,491.8 1,280.5 904.0 677.3 
Cost of Product Sold 1,262.8 1,128.9 975.4 687.3 554.0 
Amortization 113.5 ae 74.4 SYS) 48.9 
Selling, General and Administrative 66.4 63.8 54.6 3507) 29.7 
Operating Profit (Loss) 199.2 203.9 176.1 123.8 44.6 
Other Income (Expense) 0.5 55 61.6 17 (0.2) 
Amortization of Foreign Exchange 

(Gain) Loss 3.2 4.4 12.9 6.5 2.9 
Interest Expense 58.2 527, 34.4 24.5 22) 
Income Taxes 46.0 56.4 71.9 41.0 8.8 
Net Earnings (Loss) 92.3 95.9 118.5 53.4 10.2 


CASH DIVIDENDS DECLARED (5 millions) 


Common Shares 13.0 1@).7/ 9.1 7.9 6.8 
Preferred Shares 2.5 ia = = - 
CAPITAL ASSET ADDITIONS 6 millions) 219.8 554.1 207.9 235.0 41.9 


FINANCIAL POSITION (¢ millions) 


Working Capital 321.4 226.3 164.9 |AS7/ 143.6 
Capital Assets, Net 1,415.9 pS 2226 875.6 743.9 567.2 
Long-term Debt 650.3 578.9 245.3 207.4 169.0 
Non-recourse Debt 120.4 149.5 177.2 178.0 181.0 
Reforestation Obligation 34.0 24.5 15.9 15.0 9.1 
Deferred Income Taxes 128.5 112.1 116.3 109.1 101.9 
Preferred Shares 49.9 49.9 - - - 

Common Shareholders’ Equity 790.5 Cis 5522 393.6 276.0 


PER COMMON SHARE (dollars) 


Fully Diluted Earnings (Loss) 3.11 3.51 4.71 2.28 0.45 
Cash Dividends Declared 0.455 0.40 0.40 0.40 0.40 
Common Shareholders’ Equity“ 27.80 24.30 Zie24 15.68 27 
Price Range — High) 44.00 36.36 39.88 41.12 25:67), 

= — Low) 28.50 28.50 30.00 21.60 15.03 
Return on Net Assets Employed®) 5.2% 6.1% 11.1% 6.1% 1.4% 
Return on Net Sales 5.6% 6.4% 9.3% 5.9% 1.5% 
Return on Average Common 

Shareholders’ Equity 12.3% 15.8% 26.4% — 16.7% 3.7% 
Net Total Debt/Net Total Debt ; 

Plus Equity? 48.1% 53.9% 50.0% 51.9% 52.8% 

Number of Employees (year-end) 5,425 5,099 © 4,070 3,560 2,654 
OPERATIONS 
PRODUCTION (figures in thousands) 
Lumber (Mfbm) 1,562 1,380 1,320 1,133 999 
Linerboard (tonnes) 330 312 316 188 125 
Kraft Paper (tonnes) 80 96 84 58 39 
BCTMP (tonnes) 250 187 152 146 146 
Newsprint (tonnes) 119 120 4 PF 112 110 
MDF (Msf) 102 14 = = = 


(1) Prior years’ figures restated to reflect stock dividends 
(2) Net of Deferred Foreign Exchange (Gain) Loss 
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1991 1990 1989 1988 1987 
SSIS) 540.5 550.2 463.4 411.7 
474.5 455.1 432.1 341.1 PL TES) 

42.9 38.1 33.9 28.1 24.1 
28.8 Di fell 24.3 20.6 (7435 
(1233) 19.6 59.9 73.6 92.8 
(1.7) 0.4 1.8 2.4 0.3 
(1.3) (1.2) z : 18 
22.6 17.3 14.6 6.7 Syd 
(18.8) 0.5 18.7 29.0 40.2 
(16.5) 3.4 28.4 40.3 a2 
6.5 6.2 Syl 4.8 4.2 
= = zi = — ohs® 
33.3 116.6 197.4 118.2 30.7 
134.7 93.3 39).5) SAS) 42.0 
BY525) SHS, 512.4 343.6 260.4 
154.8 153.1 148.1 Uhl 47.6 
176.2 164.0 80.9 = = 
TES) 7.8 38) 4.3 = 
104.4 102.6 72.6 Dil 49.4 
272.6 265.3 266.7 244.0 208.5 
(0.77) 0.17 1.38 1.96 2.22 
0.40 0.40 0.37 0.33 0.32 
12.02 12.82 12.97 11.86 10.14 
16.90 15.78 14.94 16.05 19.87 
12.77 12.40 12.40 ova 9.93 

(2.3%) 0.7% 6.4% 9.8% 15.5% 
(3.1%) 0.6% 5.2% 8.7% 11.5% 
(6.1%) Lo 11.1% 17.8% 24.6% 

55.8% 58.8% 52.1% 40.1% 19.9% 
2,632 2,627 2,745 2567 1,755 

971 993 1,040 961 952 

141 127 101 123 123 
41 44 48 58 56 

141 144 136 99 93 
87 22 = mn z 
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CORPORATE OFFICES: 


1000 - 1100 Melville Street 
Vancouver, British Columbia 
Canada V6E 4A6 

Tel: (604) 895-2700 

Fax: (604) 681-6061 


1250 Brownmiller Road 
Quesnel, British Columbia 
Canada V2J 3J5 

Tel: (250) 992-9244 

Fax: (250) 992-9233 


RETAIL: 


Head Office, Distribution 
and Trading 

19550-92nd Avenue 
Surrey, British Columbia 
Canada V4N 4G7 

Tel: (604) 888-4111 

Fax: (604) 888-1554 


Regional Office 
9630 Macleod Trail 
Calgary, Alberta 
Canada 12) OP7 

Tel: (403) 253-6868 
Fax: (403) 253-1313 


CORPORATE INFORMATION 


OPERATIONS: 


Lumber 

1250 Brownmiller Road 
Quesnel, British Columbia 
Canada V2) 3J5 

Tel: (250) 992-9254 

Fax: (250) 992-3034 


Ranger Board 

P.O. Box 1079 
Whitecourt, Alberta 
Canada T7S 1P9 
Tel: (403) 648-6333 
Fax: (403) 648-6397 


Westpine MDF 

P.O. Box 6300 

Quesnel, British Columbia 
Canada V2W 3J5 

Tel: (250) 991-7100 

Fax: (250) 992-6634 


Eurocan Pulp & Paper 

P.O. Box 1400, Eurocan Way 
Kitimat, British Columbia 
Canada V8C 2H1 

Tel: (250) 632-6111 

Fax: (250) 639-3486 


Quesnel River Pulp Company 
1000 Finning Road 

Quesnel, British Columbia 
Canada V2J 5C3 

Tel: (250) 992-8919 

Fax: (250) 992-2612 


Slave Lake Pulp 
P.O. Box 1790 

Slave Lake, Alberta 
Canada TOG 2A0 
Tel: (403) 849-2777 
Fax: (403) 849-7725 


Alberta Newsprint Company 
Postal Bag 9000 

Whitecourt, Alberta 

Canada T7S 1P9 

Tel: (403) 778-7000 

Fax: (403) 778-7070 
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SALES: 


Lumber 

1250 Brownmiller Road 
Quesnel, British Columbia 
Canada V2) 3J5 

Tel: (250) 992-9244 

Fax: (250) 992-9233 


MDF 

600, 10707 - 100th Avenue 
Edmonton, Alberta 

Canada T5J 3M1 

Tel: (403) 413-8900 

Fax: (403) 413-8910 


Eurocan 

1000 - 1100 Melville Street 
Vancouver, British Columbia 
Canada V6E 4A6 

Tel: (604) 895-2750 

Fax: (604) 685-2441 


Pulp 

1000 - 1100 Melville Street 
Vancouver, British Columbia 
Canada V6E 4A6 

Tel: (604) 895-2700 

Fax: (604) 683-2097 


Newsprint 

650 - 375 Water Street 
Vancouver, British Columbia 
Canada V6B 5C6 

Tel: (604) 681-8817 

Fax: (604) 681-8861 


DIRECTORS: 


Henry H. Ketcham, III 
Vancouver, B.C. 


Clark S. Binkley 
Vancouver, B.C. 
Janet W. Ketcham 
Seattle, Washington 


William P. Ketcham 
Seattle, Washington 


C. Calvert Knudsen 
Seattle, Washington 


Harald H. Ludwig 
West Vancouver, B.C. 


F. David Radler 
Vancouver, B.C. 


Charles R. Tittemore 
Calgary, Alberta 


CORPORATE INFORMATION 


Chairman of the Board, President 
and Chief Executive Officer 


Dean, Faculty of Forestry, 
University of British Columbia 


Investor 


President of Henry H. Ketcham 
Lumber Co. Inc. 
(private investment company) 


Retired Chairman and Chief 
Executive Officer of MacMillan 
Bloedel Ltd. (forest products) 


President of Macluan Capital 
Corporation (diversified 
manufacturing) 


President and Chief Operating 
Officer of Hollinger Inc. 
(newspaper publishing and printing) 


Retired Executive Vice-President of 
Abitibi-Price Inc. (forest products) 


SHAREHOLDER INFORMATION 


Annual General Meeting 


The Annual General Meeting of the shareholders of 
the Company will be held at the office of the Company, 
1250 Brownmiller Road, Quesnel, B.C. on April 29, 1997 at 


11:00 a.m. local time. 


Auditors 
Coopers & Lybrand 


Vancouver, British Columbia 


Legal Counsel 


Lang Michener Lawrence & Shaw 


Vancouver, British Columbia 


Transfer Agent 


The R-M Trust Company 


Vancouver, Calgary, Regina, Winnipeg, Toronto, Montreal 


and Halifax 


OFFICERS: 


Henry H. Ketcham, III 
Vancouver, B.C. 


Russell J. Clinton 
Quesnel, B.C. 


D. Wayne Clogg 
Quesnel, B.C. 

Carl L. Grittner 
White Rock, B.C. 
William H. LeGrow 
Port Coquitlam, B.C. 
Gerald J. Miller 
Tsawwassen, B.C. 
Daniel T. Potts 

West Vancouver, B.C. 
Martti Solin 

West Vancouver, B.C. 
William M. Steele 
Quesnel, B.C. 

Zoltan F. Szucs 
Coquitlam, B.C. 
Ernest M. Thony 
Quesnel, B.C. 

Gary W. Townsend 
Quesnel, B.C. 

C. Paul Daniels, Q.C. 
West Vancouver, B.C. 


Noordin S.K. Nanji 
West Vancouver, B.C. 


Shares Listed 


Chairman of the Board, President 
and Chief Executive Officer 


Senior Vice-President, Corporate 
Development 


Vice-President, 

Woodlands — British Columbia 
Vice-President, Building Supplies 
Vice-President, Transportation 
Vice-President, Administration & 
Controller 

Vice-President, Pulp & Paper 
Vice-President, Finance and 
Chief Financial Officer 
Vice-President, Pulp 
Vice-President, Panelboard 
Vice-President, Lumber Sales 
Vice-President, Lumber Operations 


Secretary 


Assistant Secretary 


The Toronto Stock Exchange 


Vancouver Stock Exchange 


Symbol: WFT 


Number of Common Shares Outstanding 


28,971,453 shares, as at December 31, 1996 excluding those 


held by a subsidiary 


Investor Contact 


Martti Solin 


Vice-President, Finance and Chief Financial Officer 


Tel: (604) 895-2700 
Fax: (604) 681-6061 


e mail: shareholder@westfrasertimber.ca 


West Fraser Timber Co. Ltd. 
1000 -— 1100 Melville Street 
Vancouver, British Columbia 


Canada V6E 4A6 


Tel: (604) 895-2700 Fax: (604) 681-6061 


Printed in Canada 
: | 


